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Introduction 

Mr.  ViSCLOSKY  [presiding].  If  I  could  bring  the  hearing  to  order. 
The  Chairman  has  been  delayed  for  a  few  minutes  and  will  be  here 
shortly.  I  would  recognize  his  prerogative  to  read  his  opening  state- 
ment upon  his  arrival,  but  to  get  the  process  going,  Mr.  Johnson, 
you  may  begin. 

[Chairman  Hoyer's  prepared  statement  follows:] 

.     (1) 


ADMINISTRATOR  OF  THE  GENERAL  SERVICES  ADMINISTRATION 
OPENING  STATEMENT  OF  CHAIRMAN  HOYER 

This  horning  we  welcome  Mr.  Roger  Johnson,  the  Administrator 
OF  the  General  Services  Administration.   This  is  Mr.  Johnson's 

FIRST  appearance  BEFORE  THE  COMMITTEE  AND  WE  ARE  PLEASED  THAT  HE  IS 
THE  LEAD  OFF  WITNESS  FOR  A  WEEK-LONG  LOOK  AT  GSA. 

GSA,  AS  Mr.  Johnson  points  out  in  his  testimony,  influences  a 

TREMENDOUS  AMOUNT  OF  BUSINESS  WHICH  IS  CARRIED  OUT  BY  THE  FEDERAL 

Government.  GSA  is  the  government's  construction  and  architectural 

FIRM,  ITS  PURCHASING  AGENT,  ITS  INFORMATION  TECHNOLOGY  MANAGER,  AS 
WELL  AS  ITS  TRAVEL  AGENT.  GSA  AND  ITS  OPERATIONS  AFFECT  ALMOST 
EVERY  ASPECT  OF  THE  MANAGEMENT  OF  THE  FEDERAL  GOVERNMENT. 

This  is  a  major  reason  why  I  am  pleased  with  the  efforts  that 
Mr.  Johnson  has  implemented  to  measure  the  effectiveness  of  GSA 
OPERATIONS.  Mr.  Johnson  has  taken  steps  to  consolidate  duplicative 
organizations  and  establish  performance  standards  for  the  agency. 
These  are  the  kinds  of  things  that  this  Committee  and  this  Chairman 
have  been  pushing  agencies  to  accomplish  and  i  am  pleased  to  see 
such  efforts  undertaken  by  the  new  administration. 


Mr.  Administrator,  welcome  to  the  Committee.  We  ask  that  you 
AND  Mr.  Kimbrough,  the  Commissioner  of  the  Public  Buildings  Service 
summarize  your  statements  so  that  we  can  proceed  to  asking  you  some 
QUESTIONS.  Your  full  statements  and  biographies  will  appear  in  the 
record. 


Mr.  Johnson.  In  the  interest  of  time,  I  would  like  to  enter  my 
written  testimony  for  the  record  and  make  some  summary  re- 
marks. 

I  would  like  to  introduce  the  people  at  the  table  with  me:  Deputy 
Administrator  Julia  Stasch  and  Commissioner  of  PBS  Ken 
Kimbrough,  both  joining  me  in  this  administration  from  the  private 
sector.  Both  are  quite  expert,  with  backgrounds  in  buildings  and 
real  estate,  which  I  think  will  be  one  of  the  major  factors  we  talk 
about  this  morning.  I  would  defer  a  bit  of  that  discussion  to  these 
two. 

I  would  like  to  open  with  summary  thoughts  which  will  give  you 
some  concept  of  how  we  are  proceeding.  Some  of  them  will  address 
specific  concerns,  questions  that  I  have  heard  exist;  others  will  try 
to  expand  on  basic  approaches. 

BUSINESS  PRACTICES 

The  first  comment,  I  guess,  is  that  this  Administrator,  regardless 
of  his  background  and  concerns,  recognizes  that  Government  is  not 
business;  no  more  than  business  is  government.  However,  there  are 
principles  of  professional  management  that  I  think  do  apply  to  the 
process  just  as  they  apply  to  education  organizations,  religious  or- 
ganizations, et  cetera. 

So  when  I  speak  and  talk  about  things  that  we  are  trying  to  ac- 
complish in  business  terms,  I  am  not  trying  to  convert  the  GJovem- 
ment  to  a  profit-seeking  operation. 

I  think  the  GSA  may  be  a  little  more  like  a  business,  however, 
because  of  the  things  it  does.  It  does  things  which  probably  more 
parallel  certain  activities  in  business  operations  than  do  some  of 
the  other  agencies,  so  it  makes  it  particularly,  I  think,  suitable  to 
apply  business  principles  to  it. 

COMPETITIVENESS  OF  GSA 

The  overriding  concept  of  all  of  our  activities  in  the  first  few 
months  that  we  have  been  here  is  to  have  the  agency  be  competi- 
tive. We  are  trying  to  provide  value  to  the  taxpayer  and  our  cus- 
tomers, while  fiilfilling  the  tasks  that  have  been  assigned  by  the 
Congress. 

Now,  this  has  to  do  with  being  competitive  in  all  aspects:  cost, 
quality,  and  all  kinds  of  performance,  compared  to  what  other  al- 
ternatives are  available  to  our  customers. 

The  second  principle  is  that,  in  the  final  analysis,  the  customers, 
or  our  agencies,  really  are  the  final  judges  of  whether  we  are  com- 
petitive or  not.  Almost  everything  that  the  GSA  does  can  be  done 
by  someone  else.  It  could  be  done  by  agencies  themselves  or  by  the 
private  sector.  The  Congress  could  certainly  assign  these  tasks  to 
some  other  agencies  it  thought  might  carry  them  out  better. 

After  several  months,  however,  I  am  convinced  that  the  people 
in  GSA  can  be  the  suppliers  of  choice.  So  we  don't  come  at  this 
with  the  assumption  that  it  is  all  messed  up  and  can't  work.  These 
are  good  people.  They  understand  what  to  do,  and  our  job  would 
be  to  get  things  out  of  their  way  so  they  can  do  what  they  know 
how  to  do  best. 

This  budget  that  we  have  submitted  is  the  first  evidence  of  the 
directions  we  have  taken  but  most  of  the  improvements  that  we 


hope  to  make  are  still  in  the  planning  process.  Their  financial  ef- 
fects probably  won't  be  seen  until  1996  or  beyond.  What  I  would 
like  to  do  this  morning  is  focus  on  a  couple  of  the  basic  approaches 
we  are  taking  and  some  of  the  underlying  concepts  to  move  into 
competition. 

Why  should  we  be  competitive?  Well,  at  the  risk  of  being  obvious, 
the  times  have  really  changed.  Agencies,  because  of  budget  pres- 
sures all  throughout  Government,  are  looking  very  closely  at  all  the 
things  they  spend  money  for.  Buying  things,  renting  buildings, 
building  buildings:  things  we  do  but  which,  in  most  cases,  are  cer- 
tainly not  the  main  mission  of  those  agencies.  So  they  are  zeroing 
in  on  them. 

They  are  saying,  why  do  I  want  to  pay  this  kind  of  rent?  Why 
do  I  have  to  pay  for  computers?  If  I  could  pay  less,  I  could  put  more 
into  the  missions  I  am  trying  to  achieve. 

BASICS  OF  PROFESSIONAL  MANAGEMENT 

So  within  the  Government  itself  there  are  tremendous  pressures, 
and  I  think  rightly  so,  for  us  to  be  much  more  competitive.  How 
do  you  do  that?  How  do  you  approach  it?  Well,  here  is  where  I 
think  the  basics  of  professional  management  come  in.  There  is  no 
magic  to  it.  You  get  at  it  by  working  on  the  principles  of  planning, 
organizing,  and  measuring. 

We  start  with  planning  and,  if  you  are  going  to  find  out  whether 
you  are  competitive  or  not,  you  need  to  go  back  and  make  sure  you 
understand  what  you  are  doing,  why  you  are  doing  it. 

So  we  have  been  spending  a  lot  of  time  going  through  the  things 
we  do:  not  the  basics  obviously,  but  how  do  we  accomplish  them, 
what  are  our  goals  and  objectives?  What  is  the  plan  for  the  agency? 
This  has  been  going  on  throughout  the  agency,  up  and  down,  side- 
ways, and  across  the  country. 

I  think  we  have  made  some  pretty  good  progress  in  understand- 
ing what  we  need  to  do  to  accomplish  the  mission,  and  in  some 
cases  things  we  don't  need  to  do  or  that  we  think  we  can  do  better. 

ORGANIZING  WORK 

The  second  principle  has  to  do  with  organizing  or  packaging  of 
work.  Organizing  really  has  nothing  to  do  with  people;  that  is  a 
staffing  problem.  So  we  have  been  working  hard,  looking  at  how  do 
we  package  work  which  is  very  critical  to  effectiveness.  For  exam- 
ple, when  I  became  Administrator,  the  organization  chart  showed 
about  25  components  directly  reporting  to  me. 

On  the  other  hand,  as  we  looked  out  on  the  organization,  there 
appeared  to  be  pieces  of  the  organization  that  should  report  di- 
rectly to  me.  We  don't  get  at  fixing  that  by  just  dealing  with  num- 
bers because  individual  consideration  must  be  given  to  delegation 
and  a  whole  variety  of  things  that  have  to  do  with  the  control  and 
the  fiow  of  the  work.  So  we  have  been  working  hard  with  our  orga- 
nizations at  doing  that,  and  making  sure  there  are  no  gaps  or  over- 
laps in  reporting  relationships. 


WORK  MEASUREMENT 

This  organizational  work  leads  into  the  third  principle,  which  is 
measurement.  We  have  begun  to  look  at  packaging  work  in  ways 
that  can  be  measured  and  compared.  For  example,  there  are  an 
awful  lot  of  things  we  do  that  the  private  sector  can  do.  So  we  are 
looking  at  organizing  the  Public  Building  Service,  for  example,  in 
ways  that  can  be  compared  externally. 

In  addition,  many  things  we  do  are  brokerage-type  activities.  You 
could  package  this  work  and  have  one  organization  do  those  func- 
tions. Another  example  is  property  management.  Many  people  do 
property  management.  We  package  development  under  portfolio 
managers. 

So  when  you  do  your  organizing  work,  you  look  at  a  lot  of  dif- 
ferent dimensions.  In  procurement,  for  example,  we  are  looking  at 
packaging  to  see  that  we  can  look  at  our  procurement  work  in 
terms  of  overhead  cost  which  many  corporations  call  material 
overheads. 

If  we  can  sort  that  out  and  make  comparisons,  we  have  a  way 
to  judge  how  we  do  it  versus  what  other  people  do. 

PROGRESS 

We  spent  most  of  the  first  months  reviewing  and  analyzing  the 
organization  top  down,  bottom  up.  We  were  looking  first  to  sign  a 
partnership  agreement  with  the  unions.  They  have  been  involved 
with  us  at  various  levels.  Julia  and  I  spent  the  first  month  or  two 
visiting  all  10  or  11  of  our  operating  regions. 

There  has  been  an  awful  lot  of  work  going  on  in  the  regions.  Last 
week  we  had  a  two-day  meeting  of  200  of  top  GSA  managers,  along 
with  20  or  30  union  representatives,  to  bring  together  the  work 
that  has  been  done  so  far.  Now,  this  is  still  work  in  process,  but 
we  are  comfortable  enough  that  we  sent  out  invitations  last  week 
to  meet  with  you  and  other  oversight  committees  to  give  you  a  sta- 
tus report  on  where  we  are. 

I  would  like  to  take  a  minute  here.  Chairman  Visclosky,  if  I 
could,  to  step  back  and  clarify  a  couple  of  things. 

First,  the  process  that  we  have  been  using  is  very  open  in  the 
agency.  So  an  awful  lot  of  "what-if  questions,  an  awful  lot  of  de- 
bates' and  an  awful  lot  of  comments  have  been  generated.  I  can't 
help  that.  I  was  told  early-on  in  this  process  that  many  people  in 
the  agency,  and  maybe  elsewhere,  didn't  really  believe  in  what  we 
were  doing.  They  had  never  been  asked  for  their  opinions  before, 
of  if  they  were  asked,  it  really  turned  out  that  there  was  already 
an  answer  somewhere  and  nobody  took  them  seriously. 

So  the  process  got  off  to  a  fairly  slow  start.  I  think  we  are  mak- 
ing good  progress  now  because,  as  time  goes  on,  people  are  finding 
that  we  don't  really  have  all  the  answers,  and  that  we  are  inter- 
ested in  what  they  have  to  say.  We  would  like  them  to  tell  us,  and 
they  are  beginning  to  tell  us  what  they  really  think. 

At  the  meeting  last  week,  I  had  one  manager  say,  'Tou  know, 
it  is  like  my  mind  has  been  let  out  of  jail"  he  said.  "You  really  do 
want  to  know  what  we  think."  I  think  there  is  still  a  lot  of  that 
in  the  agency,  but  we  are  working  hard  to  make  sure  that  that  is 
minimized. 


The  status  reports  are  just  that.  We  haven't  concluded.  There  is 
a  lot  of  detail  yet  to  go.  These  are  very  major  things  we  are  looking 
at.  We  get  different  ideas  from  different  people.  It  is  apparent  to 
me  that  things  we  do  in  Boston,  we  might  not  necessarily  want  to 
do  in  Chicago. 

This  is  a  nationwide  organization  and  things  are  different  in  dif- 
ferent parts  of  the  country.  Because  of  our  process,  there  are  lots 
of  things  floating  around  that  people  think  we  are  going  to  do,  and 
they  hear  this  rumor  or  that  rumor.  I  am  here  to  tell  you  that  most 
of  those  rumors  probably  are  not  correct,  and  we  are  now  waiting 
for  status  reports.  We  will  keep  you  well  informed  as  we  go  ahead. 

EMPLOYMENT  STATUS 

Something  that  I  think  is  also  of  concern  and  want  to  clarify  is 
our  employment  situation.  We  are  very  fortunate  that  we  will  be 
able  to  meet,  if  there  were  such  an  imposition,  our  fair  share  of  the 
252,000  people  reduction  without  any  RIFs.  When  I  first  came 
here,  I  put  a  freeze  on  new  hires.  I  also  put  what  I  call  a  "prove- 
it-to-me"  freeze  on  replacing  any  attrition.  That  means  that,  no 
matter  where  anyone  leaves,  they  are  not  replaced  until  they  can 
prove  to  me  or  to  the  manager  that  there  wasn't  some  other  way 
to  get  that  work  done,  that  it  couldn't  be  divided  or  given  to  some- 
one else.  Often,  you  get  to  a  point  that  work  really  can  be  done  by 
someone  else. 

Because  of  that,  we  are  running  an  attrition  rate  of  about  5  per- 
cent. If  we  just  kept  the  attrition  going  over  five  years,  we  would 
be  way  beyond  our  12  percent.  So  we  don't  have  to  take  extraor- 
dinary reduction  measures. 

On  the  other  hand,  I  am  very  actively  hoping  that  we  can  get 
buyouts,  because  attrition  of  course  comes  in  a  helter-skelter  fash- 
ion. You  can't  plan  where  reductions  will  occur.  Most  of  the  time 
they  come  where  you  don't  want  them.  The  buyouts  will  let  us  tar- 
get changes,  particularly  in  the  management  areas,  and  do  some 
real  basic  changing  that  I  think  we  need.  So  from  an  employment 
standpoint,  I  think  we  are  fine. 

There  are  some  rumors  fiying  around  that  we  are  looking  at  a 
25  percent  reduction.  Well,  those  come  from  inside  the  organiza- 
tion. In  the  process  of  talking  with  management  and  the  people  out 
in  the  GSA,  and  asking  what  does  it  take  to  get  competitive,  some 
of  them  came  back  and  said  that  we  need  to  do  certain  things  to 
get  competitive  and,  if  we  did  them,  we  would  probably  have  up  to 
a  25  percent  reduction  in  people. 

So  this  is  not  something  we  have  been  forced  to  crack  down  on. 
This  is  coming  from  people  trying  to  answer  the  question  what  is 
it  going  to  take  to  get  competitive.  I  think  our  folks  are  beginning 
to  realize  very  clearly  that  if  we  don't  get  competitive,  the  question 
then  becomes  academic.  It  is  quite  likely  there  will  be  no  one  there 
to  do  the  job.  So  that  is  where  we  are  now. 

APPROACHES  TO  MEASUREMENT 

Moving  to  measurements,  which  is  also  a  critical  part  of  what  we 
are  doing,  there  is  a  difference  of  course  between  delegating  and 
advocating.  The  difference  is  measuring.  You  really  can't  delegate 
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something  unless  you  can  measure  it.  If  you  delegate  it  and  can't 
measure  it,  then  you  abdicate  it,  and  we  will  talk  about  that. 

We  have  got  an  awful  lot  of  pressure  on  end-result  versus  process 
measurement.  What  did  the  computer  cost?  What  is  the  best  in  the 
marketplace?  What  is  the  competitive  rental  rate  versus  what  we 
are  charging?  Did  the  product  perform  the  way  it  was  supposed  to? 
Did  it  accomplish  its  mission?  Are  the  IRS  checks  getting  out  faster 
than  they  used  to?  Are  there  fewer  errors  in  that?  Are  there  fewer 
people  having  to  process  them  and  therefore  more  people  to  answer 
taxpayers'  questions?  Those  are  end-result  measures. 

Process  measures  are,  did  you  get  enough  quotes?  Did  you  talk 
to  suppliers  after  the  bid  was  out,  and  how  do  we  prevent  a  pro- 
test. 

I  am  afraid  that  process  measurements  sometimes  drive  out  re- 
sults measures,  and  they  will  do  that  if  you  don't  make  an  active 
effort. 

Mr.  Johnson.  Good  morning,  Mr.  Chairman. 

Mr.  HOYER.  I  am  sorry  I  am  late.  I  had  another  meeting  I  had 
to  go  to. 

Mr.  Johnson.  This  issue  of  end-result  versus  process  measures 
I  think  runs  pretty  deep.  I  have  heard  complaints  about  Congress 
and  others  micromanaging;  incidentally,  people  tell  me  that  this 
committee  doesn't  do  that.  I  think  that  there  is  a  lot  of  chicken  and 
egg  here.  If  an  organization,  such  as  ours  and  other  agencies,  isn't 
willing  or  capable  of  making  commitments,  and  isn't  willing  to 
make  any  end-result  measures  against  those  commitments,  then 
any  management  group,  whether  it  is  the  board  of  directors  of  a 
corporation  or  an  oversight  committee,  is  forced  to  move  deeper  and 
deeper  into  the  process. 

So  the  question  gets  to  be,  how  do  you  get  the  process  changed? 
What  we  are  proposing,  sort  of  unilaterally,  is  that  we  are  going 
to  be  coming  to  you  and  other  committees  with  a  lot  more  specific 
commitments  and  a  willingness  to  be  measured,  and  see  if  we  can't 
earn  your  respect  and  confidence.  Then,  maybe,  we  have  a  right  to 
ask  for  a  little  more  freedom  in  the  process. 

There  are  tools  that  we  need.  We  have  already  talked  about 
buyouts.  Financial  sinalysis  is  another  tool,  and  one  I  think  we  can 
do  a  lot  with  ourselves.  If  I  might,  Mr.  Chairman,  could  I  use  a  lit- 
tle example  here? 

Mr.  HOYER.  Sure,  absolutely. 

BUDGET  PERSPECTIVES 

Mr.  Johnson.  One  of  the  problems  I  had  when  I  came  to  GSA 
was  that  I  couldn't  understand  our  budgets,  and  so  I  asked  for  it 
to  be  redone.  When  I  first  came,  in  fact,  I  was  told  that  the  budget 
was  $210  million — ^you  can't  see  the  chart,  so  let  me  move  it  over 
here. 

Mr.  HOYER.  I  was  going  to  say,  next  time  you  ask  it  to  be  redone, 
have  them  redo  it  bigger  for  us  old  people. 

Mr.  Johnson.  You  have  a  copy. 

Mr.  Hover.  That  is  better. 

Mr.  Johnson.  It  says  "Profit  and  Loss  Summary"  on  the  top. 

Mr.  Hover.  Yes,  I  have  got  it. 

[The  profit  and  loss  summary  follows:] 


General  Services  Administration 
PROFIT  AND  LOSS  SUMMARY 

$(THOUSANDS) 
FY  1995  BUDGET 


FY  1994 

FY  1995 

Estimate 

Estimate 

10.018.569 

9,708,604 

2.776,085 

2.806,556 

1.146.232 

1.341.159 

4.869.780 

4.606.098 

588,096 

402.803 

638.376 

551.968 

5.365,470 

5,679,920 

2.107.246 

2.138.179 

930.253 

1.122.243 

2.327.971 

2,419,498 

4,653,099 

4.028.684 

Revenue 

General  Supply  Fund  (GSF) 
Telecommunications/ADP  (IT  Fund) 
Federal  Buildings  Fund 
Balances  Brought  Forward  (PBS) 
External  Customer  Reimbursements 

Cost  of  Goods  and  Services  Sold 

General  Suppty  Fund 
Telecommunica6ons/ADP  Costs 
Federal  Buildings  Fund 


GROSS  MARGIN 

Op>eratn^  Expenses 

Total  Personnel  Salaries/Benefits 

Less  Internal  Reimb  Salanes 

Depreciation 

Other  PBS 

Other.  GSF/IT  Fund 

Other.  External  Reimbursable  Program 

Other  Policy/Regulatory  (Appropriations) 

Subtotal  Operating  Exptenses 


NET  PROFrr/(LOSS)  975.035  361,741 

Less  Reserve  to  RCP  (SupplyA/ehicles) 
Reserve  Contributon  (IT  Fund) 
From  Resen/e  for  Use  (IT  Fund) 
FBF  Reserve  for  Future  Use 

PROFIT/(LO$S) 

Facility  Ownership  Requirements 

Dericit/(Shortfall) 

Budget  Authonty/Operatjng  Appropnations 
Budget  Authority/Permanent  Appropnations 
Budget  Authonty/Capttal  Appropnatjons 

NOTE   Amounts  exclude  data  for  the  Consumer  Information  Center 


999.666 

999.837 

(119.691) 

(116.441) 

205.639 

215,448 

1.614.207 

1,679.864 

296.125 

298.907 

606,576 

522.565 

75,542 

66.763 

3,678,064 

3,666,943 

123.131 

15.058 

(29.261) 

402,803 

108.000 

13.448 

(23.854) 

453488 

463.304 

(189.341) 

(946,312) 

(1.478,690) 

(483,008) 

(1.668,031) 

174.044 

20.478 

288.486 

169.824 

19.517 

1.478.690 
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Mr.  Johnson.  I  will  just  point  to  some  things  here. 

Mr.  HOYER.  We  are  all  looking  for  the  profit  part  of  this. 

Mr.  Johnson.  It  is  in  there.  It  took  me  awhile  to  find  it.  When 
I  was  told  last  year  that  our  budget  was  $210  million,  I  said  that 
can't  be.  We  have  20,000  people,  computers,  buildings.  That  can't 
be. 

So  I  put  it  in  my  own  format  that  you  see  before  you.  We  project, 
in  this  budget,  about  $9.7  billion  worth  of  revenue.  Now,  we  sell 
about  $2.8  billion  worth  of  supplies,  $1.3  billion  worth  of  tele- 
communications services,  and  agencies  pay  $4.6  billion  rent  for 
buildings,  all  right? 

Well,  the  next  question  is  what  does  that  cost.  Well,  the  cost  of 
sales,  the  cost  of  the  supplies  we  buy  and  resell,  is  $2.1  billion,  the 
cost  of  telecommunications  is  $1.1  billion,  and  the  cost  of  the  build- 
ings is  $2.4  billion. 

Now,  my  analysis  makes  me  go  to  the  margin,  and  this  margin, 
the  ratio  of  profit  to  sales  is  about  41  percent.  So  that  is  not  a  bad 
margin.  So  I  said,  where  does  it  go?  What  happened  to  the  $4  bil- 
lion; in  this  case,  was  it  profit?  Well,  $3.6  billion  of  it  went  to  our 
agency,  right?  This  is  all  the  expenses  necessary  to  run  the  agency. 

That  leaves  the  $361  million.  We  have  some  accounting  tools  and 
reserves,  which  I  discovered  the  government  or  private  industry 
produces,  which  leaves  us  with  a  net  loss  of  $189  million,  which  is 
the  answer  you  get  when  you  say  what  is  the  appropriation  re- 
quest. Well,  not  quite,  because  we  do  some  other  things,  but  that 
is  the  appropriation  request. 

What  a  different  story  when  you  say  the  budget  is  $189  million 
versus  $10  billion  for  things  you  sell.  Important  here  to  note, 
though,  is  that  this  is  one  of  the  things  that  leads  us  to  say  we 
probably  need  to  relook  at  how  we  are  procuring  things. 

In  the  business  I  ran  and  others  around  the  country,  the  mate- 
rial overhead  rate,  the  cost  of  running  a  return  organization,  runs 
between  5  and  10  percent  depending  on  the  kind  of  business.  This 
looks  grossly  out  of  whack. 

COST  comparisons 

Some  of  these  costs,  however,  are  costs  we  have  to  do  because  we 
are  Government.  That  is  where  the  (jovemment  business  is  dif- 
ferent, right?  Whether  or  not  it  is  13  points  different,  I  don't  know. 
I  don't  believe  so.  But  now  it  gives  us  a  chance  to  quantitatively 
start  working  inside  and  say,  what  is  this?  What  are  the  common 
things  we  do  that  every  business  does,  and  what  are  the  things  we 
do  because  we  are  government,  and  is  that  reasonable?  The  same 
type  of  analysis  applies  to  communications  and  of  course  the  build- 
ings issue. 

FINANCIAL  RESPONSIBILITIES 

When  we  take  a  different  look  at  it,  and  this  chart  is  a  little  big- 
ger, you  say,  well,  what  is  it  then  that  we  are  responsible  for? 
What  we  are  responsible  for,  of  course,  if  you  look  at  the  first  line, 
is  the  $5.7  billion  cost  when  we  actually  go  out  and  negotiate  con- 
tracts and  lease  buildings.  We  have  expenses  in  the  agency  of  $3.6 
billion.  You  have  approved  in  prior  years  about  $6.5  billion  that  we 
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are  managing  to  build  new  buildings  around  the  country.  So  it  is 
$15  billion  of  things  that  we  directly  control  the  costs  of. 

In  addition,  we  have  a  variety  of  activities  that  we  manage.  We 
collect  money  and  if  we  do  that  well,  we  collect  more.  If  we  don't, 
we  collect  less.  Same  thing  here,  the  mechanics  of  revenues  and  ex- 
penses. 

I  want  to  draw  your  attention  to  the  bottom,  though,  because  in 
addition  to  all  of  these  things,  we  also  delegate  a  lot  of  procuring. 
You  see  here,  we  delegate  procuring  for  $23  billion  worth  of  infor- 
mation technology.  This  may  be  a  good  example  of  the  difference 
between  delegating  and  abdicating,  and  this  isn't  criticism,  it  is 
just  the  way  the  system  is  worked. 

When  I  first  came,  I  said,  well,  this  wasn't  reflected  anywhere  in 
our  budget.  All  that  is  in  there  is  the  expense  of  doing  that,  but 
we  are  responsible  for  all  of  it.  The  Brooks  Act  says  this  agency  has 
that  responsibility  to  make  sure  that  money  is  spent  well. 

Well,  we  don't  really  have  very  many  measures  of  what  is  hap- 
pening here.  We  really  don't  know  whether  that  is  being  spent 
well,  and  since  it  is  buried  and  charged  out  in  a  budget,  it  doesn't 
get  focused  on.  So  again  as  we  are  looking  at  redoing  and  changing 
how  we  manage  the  agency,  we  are  going  to  put  an  emphasis  on 
understanding  what  it  is  we  get  for  that. 

DELEGATING 

Are  the  agencies  getting  what  they  pay  for?  Is  the  end  result 
there?  We  are  going  to  look  at  maybe  different  ways  of  delegating. 
For  example,  commercial  software  and  commercial  products,  things 
available  in  the  market,  are  very  effective  ways  to  get  the  job  done. 
Custom  hardware,  custom  software  is  generally  a  very  expensive 
way  to  get  things  done.  We  are  probably  looking  at  different  levels 
of  delegation. 

If  an  agency  is  going  to  pursue  a  project  with  a  commercially 
available  commodity  type  product,  maybe  the  delegation  is  higher. 
If  they  are  going  to  want  custom,  then  maybe  the  delegation  is 
lower,  requiring  proof  as  to  why  it  is  custom,  why  shouldn't  it  be 
commercial,  and  start  putting  some  end-result  driving  measures. 

So  those  are  just  some  of  the  financial  examples  we  talked  about 
measuring  and  controlling  as  we  worked  on  organization  structure, 
how  we  budget,  and  how  we  are  going  to  be  looking  at  leveraging 
what  we  do. 

SAVINGS  POTENTIAL 

Mr.  Chairman,  we  could  eliminate  every  salary  in  the  agency,  ei- 
ther by  laying  people  off  or  not  paying  them  any  more,  and  save 
the  taxpayers  $1  billion.  However,  all  we  have  to  do  is  make  a  10 
percent  improvement  in  what  we  are  doing,  over  $60  billion,  and 
we  save  $6  billion. 

So  our  focus  in  summary  is  on  that  $60  billion,  whether  or  not 
it  shows  up  directly  in  GSA's  budget. 

The  budget  process  therefore  is  a  whole  lot  more  than  a  set  of 
numbers.  In  fact,  the  numbers  are  merely  the  arithmetic  results  of 
assumptions  and  thousands  of  trade-ofT  decisions  that  afTect  tens  of 
thousands  of  people  and  billions  of  dollars. 


12 

This  morning  I  have  outlined  some  of  the  concepts  and  ap- 
proaches that  we  are  taking,  some  of  which  are  beginning  to  show 
in  the  1995  budget,  but  most  of  them  will  show  in  the  out-years. 
We  are  pretty  sure  that,  as  we  get  at  some  of  these  decisions  and 
plans  and  assumptions  with  gooid  sound  approaches  and  measur- 
able end  results,  we  are  going  to  be  able  to  keep  coming  to  you 
with  budgets  that  not  only  have  reasonable  numbers  in  them,  but 
are  going  to  result  in  better  service  delivery,  higher  quality  and 
lower  costs  in  total. 

Thank  you. 

Mr.  HOYER.  Thank  you. 

[Mr.  Johnson's  prepared  statement  follows:! 
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STATEMENT  OF  ROGER  W.  JOHNSON 
ADMINISTRATOR,  GENERAL  SERVICES  ADMINISTRATION 

BEFORE  THE 

SUBCOMMITTEE  ON  TREASURY.  POSTAL  SERVICE. 

AND  GENERAL  GOVERNMENT 

COMMITTEE  ON  APPROPIOATIONS 

HOUSE  OF  REPRESENTATIVES 

Febmary  22,  1994 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  Roger  Johnson,  Administrator  of  General  Services.  It  is  my  pleasure  to  appear  before  you 
today  to  testify  on  behalf  of  the  new  General  Services  Administration  (GSA)  and  its  programs. 

Before  turning  to  the  fiscal  year  1995  budget  request,  I  would  like  to  describe  some  of  the  new 
strategies  and  directions  for  the  Agency,  many  of  which  have  their  origin  in  National  Performance 
Review  recommendations.  I  hope  that  this  will  not  only  put  the  fiscal  year  1995  budget  in 
perspective,  but  also  highlight  changes  that  may  have  little  or  no  budget  year  impact,  but  wbach 
will  hopefijlly  show  larger  improvements  in  fiscal  year  1 996  and  beyond. 

Fundamental  to  everything  we  are  planning  and  recommending  are  several  broad  principles. 

1)  "Better,  Cheaper.  Faster,  Easier.  Smarter,  or  Not  At  All" 

The  continuation  of  any  ftinction  performed  by  GSA  will  be  dependent  on  the  degree 
to  which  it  is  competitive  with  reasonable  alternative  sources.  We  intend  to  do  our 
jobs  "Better,  Cheaper,  Faster,  Easier,  Smaner,  or  Not  At  All."  The  primary  driving 
force  of  any  change  at  GSA  is  its  competitiveness  in  terms  of  cost,  quality,  and 
timeliness  compared  to  other  sources.  In  the  final  analysis,  it  is  our  customers  who 
should  make  that  judgment. 

2)  We  Will  Clearly  Assign  Responsibility  and  Measure  the 
End  Results 

We  will  measure  the  end  results,  not  just  the  process.  The  financial  effect  of  our 
being  competitive  or  not  is  greater  than  implied  by  operating  budget  caloilations. 
Our  operating  appropriations  are  about  $  1 89  million,  but  the  Federal  activities  and 
transaaions  over  which  my  Agency  has  a  major  influence  or  fijuncial  responsibility 
will  total  over  $61  billion  in  fiscal  year  1995;  they  are  listed  in  an  attachment  to  this 
statement.  To  fiirther  illustrate  the  point,  GSA  could  entirely  eliminate  all  of  its 
employees,  and  save  approximately  $1  billion  in  salaries.  But,  if  we  improved  the 
financial  activities  hsted  on  the  chan  by  only  10  percent,  we  could  save  over  $6  1 
billion.  It  is  this  latter  focus  that  will  drive  our  priorities  as  we  reinvent  the  agency. 
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Last  October.  GSA  became  the  first  Federal  agency  to  cany  out  President  Clinton's  executive 
order  calling  for  establishment  of  labor-management  partnerships  in  the  executive  branch.  The 
national  presidents  of  the  American  Federation  of  Government  Employees  (AFGE)  and  the 
National  Federation  of  Federal  Enq>loyees  (NFFE)  and  I  signed  the  GSA  Partnership  Resolution, 
esublishing  a  new  relationship  between  labor  and  management  as  partners  in  reforming  GSA  into 
an  agency  that  works  better  and  costs  less. 

Recommendations  and  initiatives  stemming  fix>m  the  NPR  will  be  valuable  tools  in  meeting  our 
goals,  and  we  will  play  a  miyor  role  in  structuring  a  Government  that  worics  better  and  costs  less. 
I  would  like  to  briefly  summarize  our  plans  and  progress  in  several  key  areas  of  NPR  emphasis: 
real  property,  personal  property,  information  technology  policy,  and  procurement.  I  will  also 
address  other  financial  process  recommendations  in  the  context  of  our  specific  budget  proposals. 

Some  initiatives  will  evolve  over  time,  but  others  are  on  a  fest  track,  particularly  those  involving 
fimdamental  restructuring  of  the  Federal  real  property  program.  We  are  well  along  in  our  Time- 
Out  and  Review  of  approximately  200  prospectus-level  building  projects.  This  is  an  important 
element  in  our  attempts  to  institute  a  long-range  strategic  planning  process  for  meeting  Federal 
housing  needs.  Our  regional  ofiSces  have  been  carefully  reviewing  these  projects  to  confirm 
requirements,  to  determine  if  the  right  and  most  cost  effective  real  estate  solution  had  been 
selected,  and  to  identify  potential  savings  fitjm  careful  review  of  project  specifications  and 
aggressive  value  engineering.  The  Administrative  Office  of  the  U.S.  Courts  also  worked  closely 
with  us  toward  paring  construction  costs  for  Federal  Courthouses. 

On  November  22  and  December  15,  1993,  we  released  the  first  results  of  these  reviews, 
recommending  project  cancellations  or  alternatives  yielding  significant  savings.  A  rescission  of 
$127.6  million  based  on  these  initial  results  is  included  with  the  President's  fiscal  year  1995 
budget.  Not  all  the  recommendations  were  warmly  received  in  Congress,  and  some  have  been 
since  re\dsed.  Our  recommendations  on  the  remaining  projects  were  transmitted  last  week,  so  the 
Time  Out  and  Review  process  has  been  completed  well  within  the  timefi-ames  originally  promised. 

There  are  a  number  of  other  initiatives  underway  to  enhance  Federal  real  property  management. 
We  are  creating  a  separate  organization,  independent  of  operations,  for  setting  real  estate  policy; 
providing  agencies  a  clearinghouse  for  real  property  expertise;  working  with  other  agencies  on 
policy  issues;  and  ensuring  a  state-of-the-art  automated  information  system  for  client  use.  We  are 
developing  real  property  enterprises  that  concentrate  on  all  aspects  of  portfolio  management, 
property  management,  commercial  brokerage,  and  the  construction  and  modernization  of  Federal 
buildings.  Criteria  based  on  sound  asset  management  principles  will  be  developed  for  expanding 
delegations  of  leasing  authority  to  agencies. 

In  the  personal  property  arena,  we  are  eliminating  mandatory  sources  of  supply,  and  have  a 
number  of  other  projects  underway.  We  are  drafting  changes  to  procurement  regulations  to  allow 
agencies  to  dispose  of  their  own  personal  property,  and  have  automated  the  personal  property 
screening  process.  We  have  developed  a  three-tier  plan  for  streamlining  Federal  travel 
regulations.  Our  Commercial  Products  Acquisition  Laboratory  is  identifying  and  testing 
innovative  ways  to  increase  the  visibility  and  accessibility  of  goods  under  multiple  award 
schedules.  Our  commodity  centers  are  now  making  greater  use  of  commercial  descriptions  for 
item  purchases;  those  who  heard  Vice  President  Gore  explain  Government  specifications  for  an 
ash  tray  will  understand  the  need  for  this. 
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We  will  also  continue  our  'reinvention  labs'  for  the  consolidation  cf  other  Federal  agencies' 
motor  vehicles  into  the  GSA  fleet.  Consistent  with  NPR  goals,  this  should  yield  both  operational 
improvements  and  cost  savings.  Concurrent  with  this  effort  is  a  planned  expansion  of  the  use  of 
more  environmentally-friendly  and  energy-efficient  alternative  fuel  vehicles. 

GSA  will  increase  delegations  of  authority  for  major  information  technology  procurements  based 
on  agencies'  performance  records  and  budgets,  and  plans  to  raise  the  maximum  order  limits  from 
$300,000  to  $500,000  for  computer  products  on  the  Multiple  Award  Schedule.  Tests  are 
underway  to  develop,  pilot,  and  implement  an  on-line  schedule  system  bulletin  board  for 
electronic  ordering  from  the  schedules.  Efforts  are  underway,  and  industry  plans  solicited,  for  a 
Government-wide  electronic  mail  system.  Our  Information  Resources  Management  Service  is 
participating  in  a  task  force  on  cjqMuiding  Federal  electronic  commerce,  and  co-chairs  its  team 
dedicated  to  designing  and  implementing  an  electronic  commerce  acquisition  system   We  are 
focusing  on  promoting  use  of  off-the-shelf  software,  electronic  ordering,  and  reduction  of 
procurement  hurdles. 

In  other  initiatives  to  assist  agencies  in  accomplishing  their  missions,  an  interagency  task  force  will 
be  meeting  to  change  the  complex  Federal  Acquisition  Regulations  to  guiding  principles.  We  are 
also  proposing  to  reduce  generally  the  administrative  burdens  for  small  purchases  under  $10,000, 
and  to  amend  purchase  guidelines  to  promote  the  use  of  purchase  cards  for  these  snaall  purchases. 
The  "greening"  of  Federal  procurement  will  be  fostered  by  including  contract  clauses  promoting 
the  use  of  environmentally  preferable  products. 

With  this  overview  of  where  we  are  and  where  we  plan  to  go,  I  would  like  to  turn  now  to  a 
summary  of  GSA's  fiscal  year  1995  budget  request.  Without  losing  sight  of  the  overall  $61  billion 
in  Agency  financial  responsibility,  the  proposed  program  will  involve  approximately  $12  4  billion 
in  transactions  under  GSA  accounts,  using  obligations  shown  on  budget  schedules  as  the 
indicator.  While  this  includes  several  hundred  million  dollars  that  GSA  accounts  pay  to  each 
other,  it  places  our  total  program  into  clearer  perspective    Well  over  half  is  dedicated  to  the  real 
property  program,  including  capital  acquisitions    Most  of  the  balance  is  associated  with  providing 
goods  and  services  ordered  and  financed  by  our  customers    At  1.5  percent,  operating 
appropriations  that  support  policy,  management,  and  oversight  fimctions  account  for  only  a  small, 
but  vitally  important,  part  of  the  total  program. 

Specifically,  we  are  asking  the  Committee  to  enact  for  fiscal  year  1995  $169.8  million  in  operating 
appropriations,  $1.5  billion  in  capital  appropriations,  and  $4.5  billion  in  new  obligational  authority 
(NOA)  under  the  Federal  Buildings  Fund.  Other  financing  will  become  available  from  customers 
or  from  permanent  authorities. 

The  $169.8  million  requested  for  operating  appropriations  is  $4.2  million  below  amounts  enacted 
for  fiscal  year  1994,  and  assumes  decreased  employment  and  reductions  in  most  administrative 
costs    The  budget  proposes  consolidating  previous  appropriations  for  the  Federal  Supply  Service, 
Information  Resources  Management  SerNice,  Federal  Property'  Resources  Service,  and  General 
Management  and  Administration  (G?vlA)  into  a  single  Operating  Expenses,  GSA  account. 
Consistent  with  NPR  themes,  consolidation  will  allow  us  additional  flexibility  in  managing  these 
personnel-intensive  accounts  in  times  of  increasing  constraints. 
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A  major  asset  management  initiative  in  the  fiscal  year  1 995  budget  is  our  proposal  to  finance  the 
construction  and  acquisition  of  facilities  through  direct  appropriation,  rather  than  from  the 
resources  of  the  Federal  Buildings  Fund  (FBF).  While  this  is  hardly  "capital  budgeting,"  it  is  a 
small  step  in  the  right  direction,  and  should  help  us  be  a  more  efficient  provider  of  choice  to  our 
customers. 

The  requested  capital  appropriation  of  almost  $1.5  billion  has  two  major  elements.  The  first  is 
S479  million  for  the  direct  Federal  construction  of  various  projects.  The  second  proposes  $999 
million  for  converting  facilities  with  leases  expiring  over  the  next  few  years  to  Federal  ownership. 
Every  expiring  lease  has  its  own  unique  circumstances,  and  we  will  let  market  conditions  and 
financial  circumstances  at  the  time  of  procurement  determine  the  specific  method  by  which  the 
housing  requirement  is  met.  This  will  ensure  that  acquiring  the  fiacilities,  or  similar  replacement 
ones,  is  the  most  cost  effective  solution  for  the  Government.  Conversion  to  ownership  will  only 
be  considered  where  long-term  housing  needs  (30  years  or  longer)  exist,  and  we  currently 
estimate  that  this  $999  million  investment  in  market-based  housing  solutions  would  result  in 
almost  $2.5  billion  in  savings. 

Other  asset  management  initiatives  are  reflected  in  the  $4.5  billion  request  for  the  Federal 
Buildings  Fund.  GSA  has  modified  the  existing  rent  system  to  establish  rates  that  adjust  more 
readily  to  changes  in  market  conditions  for  commercial  real  estate.  By  this  change  to  a  more 
competitive  rate  structure,  we  have  been  able  to  reduce  rent  charges  to  our  customers  by  an 
estimated  $207  million.  Our  estimated  fiscal  year  1995  revenues  reflect  this  decrease    In  the 
future,  we  will  further  adjust  rent  rates  for  changes  in  market  conditions  for  commercial  real 
estate  in  major  cities.  This  will  allow  us  to  maintain  very  competitive  rates  that  will  underscore 
GSA  as  a  provider  of  choice  and  encourage  clients  to  remain  in  GSA  controlled  space. 

The  budget  also  proposes  certain  Federal  Buildings  Fund  account  structure  changes  that  will 
increase  our  flexibility  in  providing  space  and  services  to  clients.  By  consolidating  all  operating- 
type  functions  in  a  single  budget  activity,  we  can  reduce  the  number  of  separately-enacted 
limitations,  or  budget  aaivities,  fi^om  six  to  four.  This  will  streamline  the  budgeting,  allocation, 
and  reporting  of  costs  for  similar  services,  without  affecting  the  Committee's  oversight  of  real 
property  operations. 

In  terms  of  employment,  the  fiscal  year  1 995  budget  assumes  1 9,667  full-time  equivalent  (FTE) 
positions.  This  is  437  FTE  below  current  fiscal  year  1994  approved  FTE  levels,  and  972  FTE, 
over  4.7  percent,  below  the  employment  level  originally  approved  for  fiscal  year  1993  (enacted, 
plus  adjustments  for  transfers).  These  decreases  are  a  dividend  from  our  resizing  and  reinvention 
efforts,  and  a  down  payment  towards  the  Administration's  objective  of  reducing  overall  Federal 
employment  over  time. 

GSA  fully  expeas  to  be  able  to  accomplish  these  personnel  reductions  entirely  through  attrition, 
and  is  well  on  its  way  toward  that  objective.  There  are  no  plans  to  undertake  reductions-in-force 
or  other  involuntary  separations  to  achieve  them    I  am  concerned,  however,  that  there  is  basically 
no  room  to  accommodate  unplanned  requirements  within  budgeted  funding,  particularly  under  our 
relatively  small  appropriations.  Funding  reductions  or  absorbing  pay  raises  beyond  those  assumed 
in  the  President's  budget  will  decrease  supportable  employment,  possibly  below  levels  that  could 
be  reached  by  attrition  alone. 


17 


Mr.  Chaimuui,  this  completes  my  overview  of  GSA's  proposed  fiscal  year  1995  program.  1  and 
my  associates  would  be  pleased  to  answer  any  questions  from  you  and  the  Committee  members 
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RE-INVENTING  GOVERNMENT 

Mr.  HOYER.  I  apologize  again  for  being  late.  I  want  to  say  that 
quite  obviously  the  analysis  you  have  just  gone  through  is  enlight- 
ening. 

I  am  a  proponent  of  paying  our  people  appropriately,  keeping 
their  morale  and  their  incentives  high.  Although  I  am  supportive 
of  the  downsizing  recommended  by  the  Vice  President,  I  have  great 
concerns  that  252,000  was  a  number  not  reached  based  upon  the 
mission  and  the  necessary  number  of  personnel  to  accomplish  that 
mission.  Without  speculating  further  how  the  number  252,000  was 
chosen,  I  am  supporting  that  reduction.  However,  we  need  to  make 
sure  that  we  do  not  ask  you  to  do  things  that  you  can't  possibly 
accomplish  with  a  reduced  personnel  level. 

In  addition,  I  am  enthusiastic  about  your  objective  and  the  agen- 
cy's objective  to  accomplish  savings  through  higher  productivity 
and  efficiencies  and  organization  of  resources. 

One  of  the  things  we  are  going  to  look  at,  as  we  indicated  this 
in  our  letter  to  you,  is  having  the  Federal  Supply  Service  on  a  cash 
basis.  In  effect  a  self-funding,  not  an  appropriated  funding  entity. 
We  think  it  is  appropriate  from  a  business  standpoint  to  operate 
and  compete  such  agencies  as  we  go  through  this  reinventing  gov- 
ernment to  see  whether  or  not  we  can  do  it.  The  theory  of  course 
of  bulk  purchases  effecting  savings  is  not  a  good  one  if  in  fact  it 
slows  down  the  process  substantially  and  leads  to  inventories  far 
beyond  that  which  are  necessary  and  appropriate. 

We  have  tried  to  give  additional  flexibility  to  the  agencies  within 
this  Committee,  as  you  know,  to  effect  savings  and  to  apply  50  per- 
cent of  those  savings  to  objectives  perceived  by  the  agency  adminis- 
trator, in  this  case  yourself,  to  be  priorities.  In  our  opinion  the  tax- 
payer and  the  agencies  win. 

If  you  give  incentives  to  effect  savings,  as  opposed  to  what  we  do 
now  which  is  to  spend  money  in  August  and  September  to  get  it 
out  the  door  so  that  you  don't  have  carryovers  which  then  reduce 
your  budget,  we  increase  your  ability  to  accomplish  the  objectives. 

I  appreciate  the  efforts  you  are  making  with  the  Time  and  Re- 
view Survey.  Obviously  in  some  respects  this  is  controversial,  par- 
ticularly when  you  gore  the  ox  of  people  who  have  worked  hard  on 
these  particular  projects.  We  all  know  that  these  projects  are  very, 
very  important.  I  am  not  a  fan  of  this  perception  that  building  a 
Federal  Office  is  pork  and  that  it  is  bad.  Obviously  like  everything, 
some  projects  are  bad,  but  some  are  not  only  very  good,  but  abso- 
lutely essential.  Some  projects  in  fact,  are  investments  that  if  we 
don't  make,  we  will  not  succeed  as  a  society. 

Having  said  that,  let  me  move  on  to  a  few  questions  on  your  re- 
quest. Then  I'll  yield  to  Mr.  Visclosky  or  Mr.  Wolf. 

LEASE  CONVERSION 

What  is  the  legal  basis  for  seeking  a  separate  appropriation  for 
lease  conversion  rather  than  using  receipts  in  the  Federal  Build- 
ings Fund? 

Mr.  Johnson.  Could  you  please  repeat  the  question? 

Mr.  HOYER.  Yes.  The  Public  Building  Amendments  Act  estab- 
lished the  Federal  Building  Fund  as  the  mechanism  for  funding 
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construction  and  acquisition  of  Federal  buildings.  As  you  pointed 
out,  there  were  receipts  of  $4.6  billion  in  the  Fund.  Why  are  you 
seeking  appropriations  for  acquisition  of  buildings,  rather  than 
using  the  $4.6  billion  in  receipts  in  the  Fund? 

Mr.  Johnson.  Well,  before  I  answer,  let  me  explain  what  we  are 
trying  to  accomplish.  I  don't  think  we  are  trying  to  change  that. 
What  we  are  saying  is  that  the  Federal  Buildings  Fund  is  still 
going  to  exist.  The  receipts  will  go  to  the  building  fund  and,  as 
now,  if  there  isn't  enough  money  in  the  fund  to  fund  building  oper- 
ations, then  we  might  come  and  ask  for  more  money. 

What  we  are  pointing  out,  however,  is  that  to  be  competitive, 
which  is  the  given  premise  of  everything  we  are  doing  here,  we  are 
going  to  need  to  make  those  rental  rates  competitive.  That  will 
throw  less  revenues  into  the  buildings  fund,  and  as  we  point  out 
with  this  1995  budget,  rent  income  is  $210  million  less  than  if  we 
charged  the  old  rates. 

RENTAL  PAYMENTS  BY  FEDERAL  AGENCIES 

Mr.  HOYER.  So  that  some  agencies  will  be  saving  on  their  rental 
fees? 

Mr.  Johnson.  Well,  they  will  be  paying  less  than  they  would 
have.  Their  view  is  they  will  just  be  brought  back  to  where  they 
ought  to  have  been  in  the  first  place. 

Mr.  HOYER.  We  had  a  substantial  controversy  two  years  ago  on 
the  Floor  when  Mr.  Hutto  introduced  an  amendment  related  to  cer- 
tain Department  of  Defense  facilities  who  believed  that  they  were 
paying  far  in  excess  of  what  they  would  pay  if  they  simply  went 
out  and  leased  space  in  the  private  sector. 

Mr.  Early,  you  remember  that  discussion  we  had  on  that  amend- 
ment? 

Mr.  Early.  That  is  correct,  Mr.  Chairman. 

Mr.  HOYER.  Mr.  Hutto  eventually  withdrew  that  amendment.  I 
told  him  that  we  would  look  into  that  matter.  We  discussed  it  last 
year.  Is  this  Defense  issue  reflected  as  part  of  that  overview? 

Mr.  Early.  Somewhat,  in  that  we  looked  at  the  marketplace  to 
find  whether  our  rent  rates  were  reflective  of  the  market.  We  found 
that,  in  many  cases,  the  market  had  changed  in  the  last  few  years, 
and  our  rent  rates  were  higher  than  they  should  be.  The  budget 
reflects  those  adjustments. 

Mr.  HOYER.  Now,  I'm  sure  you  have  found,  Mr.  Administrator, 
that  the  agencies  are  not  very  appreciative  of  having  to  pay  any- 
thing. One  of  the  things  we  have  been  experiencing  is  a  determina- 
tion made  to  simply  not  pay  GSA  for  services.  Of  course  this  lead 
GSA  to  say,  fine,  we  won't  perform  services,  such  as  janitorial  and 
other  maintenance  services. 

GSA  VERSUS  PRIVATE  SECTOR  LEASE  COSTS 

Do  you  believe,  in  talking  at  the  Cabinet  level,  that  we  have  a 
general  agreement  that  what  is  now  reflected  in  your  lease  levels 
are,  in  fact,  reflective  of  the  private  sector?  Will  we  stop  hearing 
agencies  say  that  if  they  went  out  to  the  private  sector  they  would 
eiiect  a  savings? 

Mr.  Johnson.  I  think  it  is  too  early  to  tell. 

Mr.  HOYER.  Too  early? 
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Mr.  Johnson.  Yes.  We  still  have  agencies  using  the  National 
Performance  Review,  for  example,  as  a  vehicle  to  justify  going  out 
and  doing  things  themselves. 

Well,  they  don't  read  after  the  semicolon  that  says  after  we  put 
in  place  a  lot  of  the  things  we  want  to,  maybe  you  will,  but  it  is 
our  opinion  that  this  agency  has  to  be  the  most  effective  manager 
of  real  estate. 

One  thing  that  I  know  as  a  private  business  person  is  that  I 
never  let  this  get  decentralized.  Most  things  you  can  farm  out,  but 
you  have  all  kinds  of  troubles  if  you  do  that  for  real  estate.  On  the 
other  hand,  if  I  have  a  central  real  estate  operation  that  is  effec- 
tive, I  don't  have  to  get  rid  of  it. 

We  are  working  very  hard  but  I  don't  think  they  are  convinced 
yet.  This  round  of  reductions  is  the  first  step.  Agriculture  has  gone 
for  its  own  appropriations  to  operate  their  own  headquarters  build- 
ing. We  found  out  too  late  in  the  budget  process  to  stop  it. 

We  have  had  other  agencies  come  to  us  to  do  that,  too.  We  said, 
no,  let  us  fix  the  shop  here  and  we  will  show  you  that  we  are  more 
efficient.  We  know  what  your  mission  is.  The  others  have  said, 
okay,  we  will  give  you  a  chance  at  it.  So  I  think  we  are  sort  of  in 
the  middle  here. 

BUDGET  SCORING  RULES/CAPITAL  BUDGETING 

Mr.  HOYER.  In  that  context,  and  this  is  the  last  question  I  will 
ask.  One  of  the  things  this  Committee  has  been  confronted  with 
over  the  years,  we  have  discussed  it  and  Mr.  Traficant's  Committee 
is  also  looking  at  this  matter,  is  the  way  we  fund  our  public  build- 
ings. In  particular,  not  so  much  how  we  fund  them,  but  how  we 
score  them  in  relation  to  the  impact  on  the  budget. 

That  is  why  this  whole  employee  buyout  question  is  so  controver- 
sial and  why  there  is  so  much  discussion  about  it.  There  is  not  a 
person  in  the  Congress  that  doesn't  believe  that  such  buyouts  will 
not  produce  a  long-term  savings  by  reducing  payroll  cost  and  there- 
fore a  net  plus  on  the  account  balance  sheet.  However,  under  budg- 
et scoring  rules,  it  costs  us  in  the  short  term.  Therefore  we  are 
hoisted  on  the  petard  of  a  point  of  order  in  the  Senate  because  this 
employee  buyout  program  could  cause  us  to  exceed  to  outlay  budget 
caps.  We  waived  that  point  of  order  in  the  House,  391  to  17  be- 
cause in  fact  it  was  generally  perceived  that  this  was  an  oppor- 
tunity for  savings.  We  are  making  money  with  these  buyouts. 

But  back  to  budget  scoring  rules  for  Federal  buildings  what  ef- 
forts are  you  pursuing  and  what  is  your  perception  of  your  discus- 
sions with  OMB  on  changing  the  scoring  rules  and  the  concept  of 
a  capital  budget? 

I  happen  to  be  one  that  is  for  the  balanced  budget  amendment. 
I  am  going  to  vote  for  the  balanced  budget  amendment.  I  am  going 
to  argue  for  the  balanced  budget  amendment.  I  come  from  a  State 
where  capital  budgeting  is  not  affected  by  the  balanced  budget  re- 
quirement. 

You  come  from  the  private  sector  so  you  are  familiar  with  capital 
budgeting.  Ms.  Stasch,  who  is  also  from  the  private  sector  and 
someone  with  whom  I  am  very  impressed.  I  congratulate  you  for 
bringing  her  in.  She  is  doing  a  terrific  job  and  I  am  very  impressed 
with  her.  So  both  of  you  have  been  in  the  private  sector  and  you 
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know  about  borrowing  and  financing  projects  over  time.  This  is  a 
problem  that  we  have  to  deal  with  in  terms  of  the  budget  scoring 
issue,  so  we  do  things  rationally  based  upon  the  best  buy  for  the 
taxpayer  as  opposed  to  the  best  ability  of  this  Committee,  other 
committees,  or  the  House  to  pass  legislation  which  will  meet  the 
CBO  rules  that  we  have  constructed. 

Mr.  Johnson.  Mr.  Chairman,  I  completely  agree  with  you.  This 
is  probably  one  of  the  issues  that  I  have  spent  the  most  personal 
time  on  in  the  nine  months  or  so  that  I  have  been  here. 

Let  me  back  off  from  where  we  are  at  the  moment,  and  cover  the 
past.  I  have,  on  the  basis  of  many  studies  and  many  meetings  with 
people,  now  a  very  specific  recommendation  for  0MB  targeted  at 
public  buildings  that  I  believe  and  others  believe  would  allow  us 
to  make  common  sense  capital  decisions  on  public  buildings  with- 
out disturbing  any  other  parts  of  the  budget. 

Since  the  beginning,  the  first  week  I  was  here  in  meetings  with 
the  Vice  President,  this  became  an  issue.  I  couldn't  understand 
why  it  was  that  we  didn't  have  a  capital  budget,  let  alone  the  scor- 
ing issue  on  public  buildings.  I  guess  I  have  learned  over  the  period 
that  there  are  reasons,  although  they  tend  to  be  internal  govern- 
mental reasons,  why  people  think  we  need  that. 

I  am  not  sure  I  agree  with  those  either,  but  I  am  certainly  not 
anywhere  near  an  expert  in  the  total  budgeting  process  in  the  Fed- 
eral Government,  which  I  understand  has  a  unique  set  of  arith- 
metic as  well  as  a  unique  set  of  logic. 

Mr.  HOYER.  Most  of  which,  by  the  way,  I  want  to  say,  makes 
sense  discreetly.  It  is  like  the  Tax  Code.  Very  few  of  the  provisions 
of  the  Tax  Code  are  as  whacky  as  people  think  they  are.  They  had 
a  very  logical  reason  when  they  were  constructed. 

What  happened,  however,  which  is  a  little  bit  of  what  has  hap- 
pened with  the  scoring  and  financing  acting  together,  they  created 
disincentives  in  some  respects  to  do  good  things  and  incentives  to 
do  bad  things. 

CONVERTING  LEASED  SPACE  TO  OWNERSHIP 

Mr.  Johnson.  That  is  exactly  where  I  ended  up  in  this  rec- 
ommendation. I  went  to  some  other  folks  who  I  am  told  are  re- 
spected budget  people  in  the  Government,  and  came  to  the  conclu- 
sion that,  although  these  rules  were  good,  proper,  and  appropriate, 
there  were  several  sections  that  literally  distorted  the  process. 

Now,  my  background  says  you  don't  have  to  have  evil  along  with 
a  bunch  of  good.  So  I  am  targeting  the  buildings  fund.  I  have  got 
a  recommendation  that  I  think  makes  complete  sense  to  let  us 
score  buildings  on  a  capital  basis  and  not  disturb  the  caps,  and 
bring  the  taxpayers  a  great  deal  of  savings. 

It  was  on  that  basis  that  we  presented  to  the  administration,  and 
to  you,  this  conversion  program.  The  Federal  Government  is  rent- 
ing buildings  that  we  think  should  have  been  purchased  and,  in 
fact,  when  they  come  off  the  contract,  probably  should  be  pur- 
chased. 

So  we  did  some  analyses.  I  think  in  the  beginning  of  this  there 
were  48  buildings  that  we  identified  were  coming  off  their  contrac- 
tual rentals  over  the  next  five  years.  We  did  a  worst  case  analysis 
and  said,  what  if  we  had  to  build  new  buildings  and  move  every- 
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body  into  them.  The  net  was  that  original  acquisition  and  operating 
over  the  period  I  think  was  about  $10  billion  over  30  years. 

The  alternative  of  renewing  those  rents,  using  reasonable  as- 
sumptions, was  about  $18  billion.  A  no  brainer,  right?  So  we  asked 
for  funds  to  allow  us  to  begin  that  process,  and  the  budget  includes 
$999  million. 

Even  with  that  process,  we  are  going  to  have  to  deal  with  these 
scoring  issues,  Mr.  Chairman,  if  we  are  to  achieve  the  savings.  So 
it  is  an  in-process  situation. 

Mr.  HOYER.  We  are  going  to  pursue  this  separately.  I  would  like 
to  have  you  and  your  people  come  back,  maybe  in  a  more  informal 
hearing,  for  this  discussion  so  that  the  Members  can  understand 
and  get  to  the  bottom  of  this  issue. 

Mr.  Johnson.  Recognize,  Mr.  Chairman,  that  this  is  my  view.  I 
am  not  speaking  necessarily  for  the  administration.  I  don't  know 
quite  where  they  stand  at  the  moment,  but  they  know  my  view. 

Mr.  HoYER.  I  think  this  is  an  issue  respectfully  that  the  adminis- 
tration must  also  address.  Leon  Panetta  is  a  very  close  friend  of 
mine  and  we  have  talked  about  this  over  the  years.  I  think  this  is 
an  issue  we  all  need  to  work  with  together  to  determine  the  best 
way  to  handle  it.  Because,  again,  it  is  not  that  any  one  of  these  one 
rules  is  a  bad  rule  in  and  of  itself,  the  total  cause  inefficiencies. 

The  former  administration,  knowing  that  the  scoring  rules  would 
have  a  negative  effect,  dampened  down  public  construction  which 
is  the  most  efficient  and  cost  effective  way  to  provide  Federal  office 
space. 

I  apologize  for  taking  so  much  time.  I'll  now  yield  to  Mr.  Wolf, 
who  was  the  Ranking  Member  of  this  Committee  for  many  years, 
now  the  Ranking  Member  of  the  Transportation  Committee  and  my 
good  friend. 

INDEPENDENT  AGENCY  BUILDING  OPERATIONS 

Mr.  Wolf.  Thank  you,  Steny. 

Mr.  Administrator,  welcome.  To  follow  up  on  a  couple — I  have  a 
lot  of  questions  and  I  will  use  as  much  time  as  I  can  and  then  sub- 
mit a  lot. 

But  to  follow  up  on  the  building  issue  that  Mr.  Hoyer  was  talk- 
ing about,  I  share  a  lot  of  what  he  is  saying,  and  I  would  urge  you 
to  get  the  White  House  to  put  the  bite  on  the  different  Cabinet  offi- 
cers, because  if  USDA  is  running  around  and  doing  this,  quite 
frankly,  I  have  found  in  the  last  administration  GSA  was  really  not 
a  player  in  a  lot  of  the  building  operations. 

The  CIA  came  up  here  and  tried  to  move  a  building  from  an  area 
into  another  area.  GSA  was  not  a  player  in  that  at  all.  The  FBI 
moving  a  building,  moving  people,  GSA  was  not  a  player  in  it 
whatsoever.  DOD  is  basically  doing  the  same  thing  with  regard  to 
some  of  the  leases,  and  I  think  you  probably  don't  have  the  ability 
to  deal  with  these  people  unless  you  have  the  strong  support  of  the 
White  House,  because  each  agency  comes  up  here  and  they  talk  to 
their  own  Appropriations  Committee  or  their  own  friends  on  the 
Hill,  and  frankly,  I  think  it  borders  on  being  something  that  is  al- 
most a  disgrace  that  it  is  so  loosely  handled. 

And  so  I  would  encourage  you  to  take  strong  action.  You  are 
probably  not  going  to  be  here  longer  than  a  term,  or  whatever  the 
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case  may  be,  and  so  if  you  have  to  offend  some  people,  whether 
they  be  RepubHcan  Members,  Democratic  Members  or  Cabinet  offi- 
cials, if  you  can  leave  a  legacy  of  doing  that,  you  will  really  have 
accomplished  a  lot. 

I  mean,  there  are  things  going  on  in  this  building  fund  that  I 
think  a  lot  of  people  would  be  shocked  if  they  really  knew.  I  would 
also  ask  you  to  take  a  look  at  it.  I  have  thought  of  maybe  putting 
legislation  in  to  set  up  a  small  national  commission  to  look  at  this 
whole  building  fund  issue,  or  maybe  there  is  too  much 
micromanaging.  I  mean,  maybe — and  you  saw  the  story  the  other 
day  about  the  North  Carolina  facility,  the  two  centers  down  there 
they  didn't  want  and  now  they  are  going  to  go  build  it. 

Somehow  you  got  to  get  a  handle  on  this,  because  I  think  this 
is  where  a  lot  of  savings  are.  I  think  you  made  a  very  good  point 
earlier  that  if  you  begin  to  RIF  employees  and  do  all  these  things, 
you  really  don't  save  a  lot  of  money.  It  is  in  the  buildings  and  the 
procurement  and  some  of  the  other  things. 

So  I  think  this  is  right  to  deal  with.  I  will  support  you  or  help 
you,  but  I  want  to  encourage  you,  and  knowing  that  you  are  going 
to  ruffle  some  feathers  up  here  on  Capitol  Hill,  and  you  are  going 
to  ruffle  some  feathers  in  the  administration,  do  it,  because  each 
administrator  has  come,  they  have  talked  about  it,  and  yet  really 
nothing  has  happened. 

In  some  resi>ects  we  are  falling  farther  and  farther  behind,  and 
there  is  too  much  micromanaging  by  the  Congress  on  these  issues, 
and  I  think  you  should  be  very  open  and  tell  people  that,  and  I 
think  the  press  will  listen  to  you  and  I  think  a  lot  of  Members  of 
Congress  will. 

PURCHASE  OF  RESOLUTION  TRUST  CORPORATION  BUILDINGS 

The  other  question  is,  why  can't  you  be  looking  to  buy  more 
buildings  in  the  private  sector,  empty  buildings,  empty  buildings 
throughout  this  country  that  the  RTC  owns?  We  have  asked  this 
question  every  year  and  we  get,  well,  you  don't  understand,  the 
regulations  won't  allow  us  to  do  that. 

Why  can't  you  have  a  special  relationship  with  RTC  to  aggres- 
sively be  in  there  on  some  of  these  buildings  that  are  very,  very 
low  cost?  Granted  they  haven't  been  built  exactly  to  the  standards 
of  the  agency  and  they  may  not  completely  be  in  the  neighborhood 
that  the  agency  would  like  it  to  go  on,  and  that — the  National 
Science  Foundation,  you  might  go  back  and  look  at  that  case  last 
year,  was  a  classic  case.  The  National  Science  Foundation  didn't 
want  to  be  in  Arlington  because  they  wanted  to  be  very  close  to  the 
White  House.  Well,  that  tied  up  and  cost  more  money  for  the  tax- 
payer. 

Finally  we  got  them  to  go  over  there,  but  why  can't  you  develop 
a  relationship  with  RTC  to  get  some  of  these  buildings  whereby 
you  don't  have  to  go  out  and  build  buildings  and  in  the  process 
would  save  a  lot  of  money  because  Davis-Bacon  wouldn't  be  appli- 
cable, and  many  things  like  that. 

LONG-RANGE  PLANNING 

Mr.  Johnson.  Could  I  respond? 
Mr.  Wolf.  Yes,  please. 
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Mr.  Johnson.  I  am  confident  we  have  the  support  of  the  White 
House  in  the  things  that  we  are  doing.  The  Vice  President,  the 
President,  and  I  have  talked  about  the  basic  approach  we  are  tak- 
ing in  real  estate,  particularly  on  the  issues  of  portfolio  manage- 
ment that  Ms.  Stasch  and  Mr.  Kimbrough  will  speak  about  in  a  lit- 
tle bit. 

This  takes  some  getting  used  to,  though,  and  it  takes  some  will- 
ingness on  the  part  of  a  lot  of  different  people,  as  you  said,  to  take 
a  look  at  the  planning  process.  It  starts  with  longer  range  plan- 
ning, which  we  are  doing.  That  begs  the  question,  though;  if  you 
are  going  to  have  a  long-range  plan,  then  why  don't  you  have  a 
long-range  budget  which  gets  you  back  into  the  capital  budgeting 
process.  I  feel  I  have  complete  support  to  do  that. 

In  terms  of  using  outside  people  or  commissioners,  Ms.  Stasch 
has  already  put  together  two  such  groups,  both  having  to  do  with 
courts,  that  she  will  talk  about. 

SPACE  REQUIREMENTS  FOR  THE  U.S.  COURTS 

Mr.  Wolf.  Courts?  Too  many  buildings  being  built  with  judges 
that  don't  want  to  sit  in  them? 

Mr.  Johnson.  No,  going  to  some  of  the  broader  issues.  That  is 
a  very  specific  issue  and  I  think  we  are  dealing  with  it  effectively 
now. 

Mr.  Wolf.  Let  me  interrupt.  That  is  another  problem.  The 
judges  come  up  here  and  lobby.  They  want  to  have  a  certain  height, 
they  want  to  have  a  certain  location,  they  want  to  do  this  and  they 
say  if  you  put  it  somewhere  else,  which  would  save  the  taxpayer 
a  lot  of  money,  they  won't  sit  there.  That  is  again  getting  control 
of  that  process. 

Mr.  Johnson.  I  think  that  is  the  net  end-result  of  a  long  period 
of  not  being  in  control.  I  think  we  are  handling  that  situation  with 
some  of  our  people,  but  the  issue  gets  to  be,  how  do  you  get  your 
hands  on  this  whole  process  and  get  to  a  point  where  there  is  a 
financial  plan?  People  want  to  do  things,  and  want  to  do  them  in 
an  effective  way. 

We  have  brought  in  outside  private  people,  along  with  the  courts, 
architects,  and  contractors,  and  there  is  a  whole  variety  of  really 
good  work  going  on  now.  I  have  to  tell  you,  the  courts  are  being 
much  more  responsive  and  cooperative.  I  think  there  was  an  adver- 
sarial relationship  in  the  past.  I  think  we  are  overcoming  that. 

PURCHASE  OF  RESOLUTION  TRUST  CORPORATION  BUILDINGS 

To  the  point  of  the  RTC  and  those  issues,  when  I  first  came  up 
for  confirmation.  Senator  Glenn,  who  was  the  Chairman  of  the 
Building  Oversight  Committee,  said  to  me,  if  we  could  only  get  in 
one  place  information  on  all  of  the  Federal  buildings  we  had  in  the 
country,  it  would  be  a  successful  administration. 

It  didn't  seem  like  a  very  exciting  challenge,  but  it  turns  out  it 
is  going  to  take  us  a  couple  years  to  do  it.  We  have  used  some  com- 
mercial software,  and  right  now  have  a  program  in  place  that  we 
could  demonstrate  to  you  that  lets  us  see  for  the  first  time  where 
all  the  Federal  buildings  are  in  the  country,  and  gives  us  a  lot  of 
information  about  them. 
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So  the  first  answer  is,  do  we  know  what  we  have  got?  The  second 
question  was,  same  as  yours,  why  isn't  the  RTC  being  used?  I  don't 
know  why.  They  are  now.  We  have  a  good  relationship  with  them. 
We  do  know  what  they  are  doing. 

Mr.  Wolf.  How  many  RTC  buildings  has  GSA  taken  over? 

Mr.  Johnson.  I  don't  think  any.  The  problem  is,  by  the  time  we 
got  the  relationship,  the  buildings  are  all  gone. 

Mr.  Wolf.  There  is  still  money  in  there  for — but  they  are  not 
really  gone.  I  mean,  those  assets  are  all  available. 

Mr.  Johnson.  We  are  getting  good  information  now  up  front, 
which  we  weren't  before,  on  what  they  have. 

Mr.  Wolf.  I  understand.  This  is  not  meant  to  be  any  criticism 
of  you.  Basically  you,  although  you  have  been  here  for  awhile,  you 
are  just  really  on.  The  previous  administration  we  asked  them  this 
opportunity  and  nothing  was  done. 

The  real  test  will  be,  I  don't  think  it  is  believable  to  say  that 
with  all  the  buildings  that  are  available  throughout  this  country, 
that  the  Federal  (Government  and  GSA  working  with  RTC  can't 
find  several  that  could  be  transferred  over  at  a  very  low  cost  to 
save  the  taxpayer  money  and  put  Federal  employees  in  those  build- 
ings and  buy  them  at  a  very  low  rate. 

Mr.  Johnson.  Let  me  give  you  some  specifics.  When  we  first  ar- 
rived, we  asked  for  what  has  been  called  a  time-out  and  review  of 
even  programs  that  had  been  previously  approved  by  Congress. 

The  process  of  that  review  included  three 

Mr.  HOYER.  Was  that  controversial? 

Mr.  Johnson.  Beg  your  pardon? 

Mr.  HoYER.  Was  that  controversial? 

Mr.  Johnson.  No,  the  time-out  and  review  is  not  controversial. 
The  results  got  controversial. 

Mr.  HOYER.  Excuse  me. 

Mr.  Johnson.  One  would  follow  the  other  and  I  was  a  little 
naive.  So  when  I  came  here 

Mr.  HOYER.  We  all  are. 

Mr.  Johnson.  They  said  no  one  in  the  country  has  ever  stopped 
a  Federal  building.  I  said,  well,  we  stopped  them  all,  temporarily. 
It  was  okay. 

Anyway,  we  went  out  and  reviewed  if  there  was  a  need  in  the 
first  place,  pretty  fundamental.  Do  you  still  need  the  building?  Why 
do  you  need  it? 

The  second  part  was  that,  if  that  was  the  case,  then  what  alter- 
natives were  out  there?  In  that  case  they  went  back  and  looked  at 
the  vacancy  rates.  Why  are  you  doing  this  building,  and  not  taking 
a  private  building?  What  RTC  inventory  is  available? 

And  I  think  in  that  review  we  found  no  RTC  buildings  out  of  208 
properties,  mostly  courthouses,  that  were  available  for  us.  We  are 
getting  the  information  now  ahead  of  time. 

I  don't  know  whether  this  was  law  or  not  because  we  didn't  get 
a  law  to  change  it,  but  we  were  told  we  had  to  be  treated  in  the 
bidding  process  for  RTC  property  the  same  as  any  private  sector 
entity. 

Therefore,  we  bid  on  them  blind,  just  like  anybody  else.  They 
open  the  bid,  say,  whoops,  you  lost.  Who  lost  is  the  taxpayer,  twice. 
So  we  now  get  that  information  beforehand. 
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Mr.  Wolf.  I  understand  what  you  are  saying,  but  I  just,  again, 
you  are  kind  of  new  in  town.  The  FBI  was  hoisted  out  of  here.  The 
CIA,  without  GSA  being  involved,  GSA  and  the  White  House 
couldn't  get  the  National  Science  Foundation  to  move.  I  mean,  that 
is  just  in  a  little  local  area. 

Now,  I  can't  believe  that  there  are  not  many  buildings  that  had 
been  for  sale  and  that  are  on  sale  now  that  could  be  taken  over  by 
the  Federal  Government  to  put  Federal  employees  in.  The  fact  is 
when  I  look  at  some  of  the  buildings  that  Federal  employees  are 
in,  they  are  not  really  very  nice  buildings. 

You  have  asbestos  and  you  have  many  other  problems  like  that. 
The  opportunity  to  come  in  and  take  those  buildings  over  at  a  very, 
very  low  rate  and  again,  Davis-Bacon  would  not  be  applicable  to 
that. 

Mr.  Johnson.  We  have  the  same  objective. 

Mr.  Wolf.  Let  me  just,  if  you  can  look  at  it  and  get  back  and 
let  me  know. 

Mr.  Johnson.  We  will  get  back  to  you  and  show  you. 

Mr.  Wolf.  I  would  hope  by  the  end  of  the  year.  It  boggles  my 
mind  to  believe  that  there  are  no  buildings  out  there  that  couldn't 
be  applicable,  because  many  of  the  government  agencies  are  going 
in  buildings  that  were  built  by  the  private  sector  anyway. 

Mr.  Johnson.  And  office  buildings,  Congressman,  as  you  are 
probably  aware,  the  only  opportunity  we  have  would  be  as  agencies 
resize  or  reorganize  over  the  next  several  years,  since  our  goal  is 
no  net  new  office  space. 

Mr.  Wolf.  But  a  lot  of  your  leases  are  coming  up  too. 

Mr.  Johnson.  We  will  certainly  look  at  RTC  buildings  and  we 
are  even  going  beyond  that.  Because  even  where  the  RTC  doesn't 
have  buildings,  there  may  be  buildings  elsewhere  in  the  private 
sector,  as  evidenced  by  bank  portfolios.  There  are  certainly  prop- 
erties that  are  more  useful  to  them  for  other  purposes  than  others. 

So  we  are  trying  to  look  at  private  portfolios  to  determine  what 
they  would  really  like  to  sell. 

Mr.  Wolf.  That  is  good.  I  may  proceed  with  putting  this  legisla- 
tion in  to  set  up  a  commission.  I  commend  you  for  going  outside. 
I  think  there  is  so  much  that  has  gone  on,  both  within  and  outside 
of  government,  that  borders  on  being  so  objectionable  to  the  Amer- 
ican people  that  I  think  somebody  has  to  take  a  close  look  at  it, 
and  I  see  administrations  come  and  bushy  tailed,  fresh  eyed,  and 
all  of  a  sudden  this  process  up  here  begins  to  work  on  them,  and 
pretty  soon  they  are  holding  their  own,  and  then  they  are  looking 
and  they  are  gone,  and  people  come  over  and  take  over  and  do  it 
the  same  way  it  has  been  done  before.  I  just  haven't  seen  any 
change. 

Mr.  Johnson.  So  far  that  has  not  been  a  criticism  I  have  been 
receiving.  Congressman. 

USE  OF  UNOBLIGATED  BALANCES 

Mr.  Wolf.  I  commend  you  for  that  and  I  want  to  help  you,  I  am 
just  one  Member,  in  every  way  I  can.  Let  me  cover  another  issue, 
which  Mr.  Hoyer  has  been  very,  very  helpful. 
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I  offered  this  idea  years  ago  and  it  was  viewed  as  being  shocking 
because  the  Appropriations  Committee  would  lose  some  control.  We 
put  a  pilot  project  in  for  IRS  and  last  year  we  put  language  in  giv- 
ing Federal  agencies — at  the  end  of  the  year  in  the  language  of  fis- 
cal year  1994  the  appropriations  act  provided  for  GSA  to  use  up  to 
50  percent  of  its  unobligated  1994  balances  in  1995. 

Of  these  funds,  2  percent  may  be  used  to  finance  employee  cash 
rewards  and  3  percent  may  be  used  for  employee  training  pro- 
grams. 

Now,  I  worked  for  the  Department  of  Interior  for  five  years.  I 
was  with  a  Cabinet  officer  in  a  Republican  administration  under 
Secretary  Morton.  It  was  common  knowledge,  and  it  is  still  going 
on  today,  of  people  coming  through  the  building  and  saying,  it  is 
late  August,  we  are  not  going  to  spend  the  money,  do  you  need 
rugs,  do  you  need  this,  do  you  need  that,  and  in  the  offices  of  con- 
gressional relations  throughout  this  government,  there  are  people 
calling  throughout  the  month  of  September  to  Capitol  Hill  telling 
Congressmen  and  Senators  that  they  are  letting  contracts  for  X,  Y, 
and  Z  to  this  company  in  their  congressional  district,  and  that  com- 
pany— and  sometimes  people  are  even  announcing  it  as  if  they  had 
anything  to  do  with  it.  This  takes  place.  Every  Federal  employee 
knows  it,  and  if  you  could  deal  with  this. 

Now,  the  question  is,  have  you  moved  ahead  on  this  language  or 
can  you  tell  me  where  you  are  or  if  you  have — if  you  don't  have  the 
data  now,  how  much  money  has  resulted  and  what  have  you  done 
with  the  savings? 

Mr.  Johnson.  I  have  looked  at  it,  but  I  think  Bill  Early  could 
give  you  more  specific  information. 

Mr.  Early.  We  have  not  executed  that.  We  had  a  $4  million  un- 
obligated for  the  past  year.  We  are  trying  to  put  a  program  in  place 
to  address  specifically  the  items  that  it  would  be  used  for.  Also, 
this  committee  gave  us  the  authority  to  use  100  percent  of  the  sav- 
ings for  financial  management  investments.  We  are  looking  very 
closely  at  how  to  employ  that,  and  are  going  to  use  our  finanical 
community  throughout  the  agency  to  look  and  evaluate  the  best  in- 
vestment of  those  savings. 

Mr.  Wolf.  I  appreciate  that,  Bill,  but  this  is  an  idea  that  we 
have  talked  about  for  years.  It  is  endemic.  I  mean,  it  is  just  run- 
ning rampant.  Why  don't  you  put  suggestion  boxes  at  the  end  of 
every  corridor  in  GSA  and  ask  your  employees  to  tell  you  where 
you  think  that  they  could  save. 

I  would  encourage  you,  without  beating  this  too  much,  to  go 
back,  Mr.  Administrator,  and  put  something  in  place  and  put  a 
memo  out  to  all  your  people  saying  we  are  open,  we  don't  want  you 
to  have  to  come  up  to  the  end  of  the  year,  and  it  is  going  to  begin 
again  this  year,  buying  rugs,  buying  desks,  buying  this.  Let's  save 
the  money. 

Because  the  problem  has  been,  and  the  problem  is  with  the  Con- 
gress, is  that  if  you  don't  use  the  appropriation  that  is  given  to  you, 
you  then  feel  that  Congress  says,  well,  they  saved  5  percent  and 
I  got  $15  million,  we  will  cut  it  and  we  will  give  it  to  somebody 
else,  or  we  will  do  something  else  and  they  don't  keep  the  savings. 

So  this  program  provides  the  opportunity  to  send  a  portion  of  it 
back  to  the  government,  the  Treasury,  to  reduce  the  deficit,  to  give 
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you  some  ability  to  do  some  things  outside  the  guidance  of  the  Ap- 
propriations Committee,  and  lastly,  to  encourage  your  employees, 
to  give  them  bonuses. 

Mr.  Johnson.  We  agree  with  you  completely  and  obviously  you 
are  ahead  of  your  time.  The  NPR  report  recommended  we  do  that 
across  the  whole  government  for  the  very  same  reasons. 

Mr.  Wolf.  I  have  been  recommending  that  for  seven  years.  The 
problem  has  been  both  in  the  administration  and  also  here  in  Con- 
gress. The  Congress  doesn't  want  to  lose  control  over  it  and  down- 
town it  was  too  creative  and  people  just  didn't  know  how  to  do  it. 
And  I  think  you  should,  as  GSA,  take  the  lead. 

Could  you  come  back  to  me  in  a  month  and  let  me  know  what 
you  are  doing? 

Mr.  Johnson.  Yes. 

UNION  AGREEMENTS 

Mr.  Wolf.  Let  me  ask  you.  I  have  other  questions,  but  you  men- 
tion in  your  statement  the  Vice  President's  executive  order  and  the 
partnership  in  the  Executive  Branch  and  you  talked  about  you  had 
signed  an  agreement  with  the  unions,  and  I  guess  that  is  good.  I 
guess  I  am  not  completely  sure. 

Are  lawyers  and  accountants  included  in  the  definition  at  GSA? 
Can  you  show  me  the  definition  of  managers  that  you  use? 

Mr.  Johnson.  Well,  they  are  people  that  have  management  re- 
sponsibilities and  are  not  union  members.  I  don't  make  that  clean 
a  distinction. 

Mr.  Wolf.  But  I  need  to  know  this.  This  is  important  because 
I  think  what  is  happening  is,  partially  the  assigning  of  these  agree- 
ments with  the  unions,  I  am  a  little  bit  concerned,  although  I  don't 
know  this,  and  my  experience  comes  from  having  worked  in  the 
government  for  years,  and  my  wife  was  a  government  employee, 
that  I  have  this  feeling  that  this  may  be  used  to  kind  of  get  rid 
of  middle  management  people,  and  that  if  you  are  middle  manage- 
ment and  you  are  51,  there  is  something  kind  of  bad  about  you  and 
we  will  move  you  out,  and  I  am  a  little  worried. 

I  saw  this  other  thing  in  there  that  they  were  saying  the  draft 
report  on  implementing  recommendations  under  National  Perform- 
ance recommends  some  type  of  requirement  for  all  bargaining  unit 
employees  to  pay  to  help  support  the  representation  of  services  pro- 
vided by  the  union. 

Well,  that  would  mean  that  if  you  work  for  GSA,  you  would  have 
to  pay  even  though  you  didn't  belong  to  the  union. 

Mr.  Johnson.  I  know.  It  is  closed  shop. 

Mr.  Wolf.  Do  you  think  that  is  good?  Do  you  plan  on 

Mr.  Johnson.  Let's  do  the  first  one.  The  issue  with  organized 
labor,  as  far  as  I  am  concerned,  in  this  agency,  in  this  Government, 
has  to  do  with  our  need  to  get  at  everybody  in  the  organization  re- 
gardless of  where  they  were,  get  their  views  and  their  ideas. 

Mr.  Wolf.  That  is  good.  I  agree  with  it. 

Mr.  Johnson.  It  turns  out  that  in  this  Government,  some  of 
those  people  are  represented  by  unions.  That  is  a  fact,  right? 

Mr.  Wolf.  And  that  is  fine,  too. 

Mr.  Johnson.  But  the  objective  here  is  to  open  up  everyone  in 
the  organization  to  contribute  as  best  they  can.  I  have  learned  in 
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my  own  businesses  and  in  the  last  20  years  in  technology  compa- 
nies that  we  have  no  organized  labor  mostly  because  we  learned  a 
long  time  ago  that  we  better  deal  with  people  properly  in  the  first 
place  and  then  they  don't  need  to  be  represented.  But  that  is  a  dif- 
ferent issue. 

The  objective  is  the  same,  to  get  the  people  all  throughout  the 
organization  to  do  what  they  can  do. 

MIDDLE  MANAGEMENT  STRUCTURE 

In  terms  of  the  middle  management  structure  at  this  agency — 
I  can't  speak  across  the  Ck)vernment — we  have  an  organization 
structure  that  looks  like  the  work  is  not  packaged  properly.  I  com- 
mented in  my  opening  statement,  25  components  report  directly  to 
me.  Many  people  in  the  organization  have  only  two  or  three  report- 
ing to  them.  That  is  a  sign  that  things  are  not  packaged  properly. 

We  are  going  to  repackage  that.  That  should  end  up  with  fewer 
middle  management  people,  not  because  you  are  51  or  whatever, 
but  simply  because  we  will  be  repackaging  the  work.  So  we  are 
targeting  to  improve  the  effectiveness  of  the  organization. 

My  opinion  to  you  would  be  that  it  looks  to  me  that  there  are 
too  many  of  them,  but  not  because  they  happen  to  be  51  or  some- 
thing else. 

Mr.  Wolf.  Don't  beat  the  51  horse  too  much, 

Mr.  Johnson.  59. 

Mr.  Wolf.  Or  45,  or  just  mid-management.  My  sense  is  that  ev- 
erything I  hear,  I  hear  it  on  the  Floor  from  many  of  my  party,  some 
in  the  other  party,  I  hear  it  from  the  Vice  President's  office,  that 
there  is  something  wrong  in  that  all  these  people — most  of  the  peo- 
ple out  at  NIH  that  are  working  on  cancer  cures  are  probably  mid- 
level. 

In  fact,  I  saw  an  article  about  all  the  mid-level  people  and  the 
contributions  that  they  have  made,  and  I  also  get  a  little  feeling — 
and  I  am  not  sure  and  I  am  going  to  watch  the  agencies  that  come 
before  this  committee  and  be  very  aggressive  to  speak  out  on  it,  my 
sense  is  there  may  be  an  effort,  and  I  don't  know  if  it  is  really  hap- 
pening, that  is  why  I  want  to  raise  this  publicly. 

This  is  the  first  time  I  have  really  raised  it,  that  there  may  be 
an  effort  to  move  a  lot  of  people  out  and  to  take  advantage  of  this 
opportunity,  people  who  were  doing  a  good  job. 

And  I  think  you  have  to  look  across  the  board,  upper  levels, 
lower  levels,  mid-levels,  and  I  just  think  everything  I  hear  is  based 
on  mid-level.  There  are  scientists.  There  are  people  like  that  and 
I  am  a  little  bit  concerned  about  it. 

Mr.  Johnson.  I  think  you  are  right  to  be  concerned.  I  will  be  con- 
cerned also.  We  are  looking  at  how  to  make  the  agency  more  com- 
petitive. 

From  my  background  experience  I  look  at  certain  things  and  I 
say,  I  think  that  is  a  problem  and  I  am  going  to  look  at  that.  I 
think  we  have  too  many  middle  managers  in  this  agency. 

Secondly,  when  I  look  at  the  issue  of  process  versus  end  results, 
I  see  folks  that  are  measured  mostly  on  the  process  of  things,  not 
the  end  result. 
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My  belief  is  that  when  we  get  to  end  result,  we  are  probably 
going  to  find  different  kinds  of  qualified  people.  I  have  a  feeling 
that  there  are  qualified  people  all  throughout  the  organization. 

Mr.  Wolf.  There  are,  sure. 

Mr.  Johnson.  There  are  end-resulted  people  that  have  probably 
not  been  getting  good  opportunities  because  we  are  just  measuring 
the  process.  So  I  also  think  there  will  be  opportunities  for  pro- 
motion opening  up. 

Whether  they  are  all  middle  management,  I  don't  know,  but  we 
do  have  to  open  this  process  up,  promote  people,  reward  them  on 
the  basis  of  results,  and  package  the  work  properly.  Again,  as  you 
have  heard  me  in  the  beginning,  that  is  not  because  I  think  Gov- 
ernment is  business.  I  know  it  is  not. 

It  is  different,  but,  boy,  there  is  an  awful  lot  of  fundamental  ap- 
proaches that  I  think  are  quite  common. 

Mr.  Wolf.  I  think  you  have  got  to  be  careful  and  I  appreciate 
your  comments.  I  think  Timothy  McCarthy,  who  was  the  Secret 
Service  agent  that  stopped  the  bullet  that  would  have  killed  the 
President  of  the  United  States,  would  have  been  mid-level  and  you 
can  go  on  and  on,  and  the  young  lady,  now  elderly  lady  at  the  Food 
and  Drug  Administration  that  stopped  thalidomide  from  coming 
into  the  country  would  have  been  mid-level,  and  I  think  all  the  talk 
that  I  hear  is  mid-level,  and  I  get  this  sense,  and  I  can  close  and 
I  can  see  the  Chairman  wants  me  to  end  on  this,  and  I  will  get 
you  on  the  next  round,  is  I  am  really  concerned — and  I  am  not 
going  to  put  you  on  the  spot  to  ask  you,  do  you  favor  this. 

I  said  I  am  not,  but  I  really  worry  about  this  proposing  that  em- 
ployees who  don't  join  a  union  have  to  pay  the  dues. 

Mr.  Johnson.  I  am  against  that. 

Mr.  Wolf.  I  appreciate  that. 

Mr.  Johnson.  Personally.  I  am  not  speaking  for  the  administra- 
tion. 

Mr.  Wolf.  I  understand  that,  but  I  would  hope  the  administra- 
tion would  end  this  thing  quickly,  because  I  think  it  has  a  trou- 
bling aspect  to  it,  to  a  lot  of  people,  and  I  will  just  take  the  next 
round. 

DEFINING  MANAGERS 

Mr.  HOYER.  Let  me  make  an  observation  on  your  question.  One 
of  the  problems  is  semantics.  What  the  Federal  Government  did  is 
what  business  does.  It  tries  to  pay  its  employees  competitively. 
Now,  we  haven't  really  done  that  because  we  have  somewhat 
skewed  the  system  rhetorically  with  personnel  level  freezes.  What 
we  have  not  done  is  create  managers  at  these  pay  levels.  What  we 
have  done  is  paid  them  for  the  product  they  are  producing  competi- 
tively because  we  need  them,  but  we  if  we  don't  pay  them  properly, 
we  are  going  to  lose  them. 

One  of  the  problems  is  we  have  oversimplified.  The  13's,  14's, 
and  15's  are  by  definitions  managers,  therefore  we  have  said  that 
this  being  the  case,  we  are  way  out  of  synch  with  the  private  sec- 
tor, which  has  like  a  fourteen  to  fifteen  ratio  of  employees  to  super- 
visors. We  are  down  to  like  a  five  to  six  ratio.  I  am  not  sure  exactly 
of  these  figures.  But  the  point  is  that  GS-14  scientist  at  NIH  is 
clearly  not  a  manager  any  more  than  Michael  Jordan  was  a  man- 
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ager.  Michael  Jordan  wasn't  paid  to  manage.  He  was  paid  to 
produce  and  did  produce  and  was  worth  every  nickel  they  paid  him 
because  he  got  the  people  coming  through  the  till  and  the  TV  peo- 
ple and  all  that.  To  some  degree,  when  we  talk  about  management 
we  refer  to  production.  We  skewed  the  term  management  because 
of  the  competitive  salary  requirements,  not  necessarily  because  we 
needed  more  managers,  but  they  are  paid  at  the  top  level.  We  need 
to  explain  to  the  American  public  we  are  not  that  out  of  synch  with 
the  private  sector  in  terms  of  pay.  However,  because  the  govern- 
ment personnel  system  permits  only  "managers"  to  receive  top  pay, 
we  have  more  managers,  by  a  greater  amount,  than  they  do  in  the 
private  sector. 

Mr.  Johnson.  In  my  agency  there  is  a  lot  of  that  also.  When  I 
was  the  president  of  my  company,  I  had  a  chief  scientist  who  made 
more  than  I  did.  You  can't  find  that  in  the  Government. 

Mr.  HOYER.  Let  me  tell  you  what  happened  at  NIH,  when  we 
had  some  of  the  personnel  hiring  freezes,  NIH  contracted  services 
to  scientists  at  GW  and  other  universities.  These  individuals  cost 
us  about  $140,000  or  $150,000  because  we  couldn't  pay  our  own 
scientist  $110,000,  or  $120,000,  or  $125,000.  Again,  these  are  the 
rules  that  constrain  us. 

Mr.  Visclosky. 

Mr.  Visclosky.  I  have  no  questions,  Mr.  Chairman. 

Mr.  Hover.  Mr.  Darden. 

Mr.  Darden.  I  don't  have  any  questions.  Thank  you,  Mr.  Chair- 
man. 

Mr.  Hover.  Mr.  Olver. 

Mr.  Olver.  I  don't  think  I  have  gotten  the  message.  Has  the 
message  come  down  this  end  of  the  table? 

Mr.  Hover.  Well,  it  means  we  have  two  terrific  Members  who 
have  no  questions.  There  is  no  message. 

Mr.  Olver,  you  always  ask  thoughtful  and  good  questions.  You 
may  do  that  now. 

GSA  employment  REDUCTIONS 

Mr.  Olver.  Let  me  follow  up  for  a  moment,  Mr.  Chairman.  Mr. 
Johnson,  the  question  here  that  has  gone  back  and  forth  on  man- 
agers, mid-level  managers  and  so  on,  what  is  the  level  of  reduction 
of  employment  in  your  agency  now  from  when  you  came  on? 

Mr.  Johnson.  It  is 

Mr.  Olver.  Do  I  have  that  here  someplace? 

Mr.  Johnson.  I  don't  know  if  you  do,  but  I  do.  Since  early  July, 
714  I  think. 

Mr.  Olver.  Reduced  by  714? 

Mr.  Johnson.  Yes.  Our  annual  attrition  rate  is  about  5.4  per- 
cent. 

Mr.  Olver.  Would  the  distribution  of  salaries  or  civil  service  sta- 
tus of  that  714  show  us  that  this  was  in  fact  mostly  out  of  the  mid- 
level  managers  that  you  think  you  had  too  many  in  the  agency? 

Mr.  Johnson.  Probably  not,  because  it  was  all  by  attrition. 

Mr.  Olver.  So  it  is  just 

Mr.  Johnson.  Whatever  happened,  happened.  I  can't  take  credit, 
other  than  I  enforced  a  no  replacement  policy  until  they  proved  to 
me  why  they  really  have  to  hire. 
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Mr.  Olver.  So  I  would  think  that  it  would  be  important  for  all 
of  us  to  be  watching.  We  keep  hearing  the  push  is  on  mid-level 
management  and  so  on,  and  up  to  now  maybe  you  have  not  had 
the  flexibility  nor  the  tools  to  do  that  in  the  way  that  you  would 
like  to  do,  but,  over  a  several  year  period  of  time,  it  ought  to  be 
possible  for  us  to  track  the  reductions  and  begin  to  see  a  change 
from  what  you  have  just  described  for  this  year  as  being  nothing 
but  attrition  to  one  that  really  targets  to  the  places  that  you  feel 
they  ought  to  go. 

Mr.  Johnson.  Yes,  sir. 

Mr.  Olver.  That  ought  to  be  possible  if  not  now,  than  for  when 
you  come  here  next  year,  for  me  to  ask  a  similar  question  and  for 
you  to  show  me  some  sort  of  tracking  to  indicate  where  these  folks 
have  come  from  and  shows  what  salary  levels,  GS  grade  levels, 
that  would  allow  me  to  see  whether,  in  fact,  you  are  producing  an 
outcome-based  management  or  merely  some  process. 

Mr.  Johnson.  That  is  right.  We  are  only  now  beginning  to  get 
some  idea  of  where  that  might  be  because  that  all  starts  with  the 
procession  I  talked  about,  about  planning  and  looking  at  the  orga- 
nization itself. 

That  is  sort  of  the  result.  If  you  do  a  good  job  of  organizing,  the 
result  is  what  you  are  after.  If  you  just  go  after  numbers,  then  you 
have  a  problem. 

Mr.  Olver.  All  right.  I  will  wait  until  next  year  to  look  for  that 
result  because  we  are  rather  early  in  this  process.  But  the  process 
of  coming  down  is  clear  over  a  several  year  period  and  now  we 
ought  to  be  able  to  guide  that  process  into  one  that  is  really  out- 
come based  rather  than 

NEEDED  tools 

Mr.  Johnson.  We  will  need  some  other  tools.  Congressman,  to  be 
able  to  do  that.  Without  tools  such  as  buyouts  and  maybe  some  of 
the  expanded  authorities,  we  are  pretty  well  hamstrung  in  terms 
of  changing  content  of  jobs. 

If  you  have  to  go  to  RIFs,  which  I  would  not  do  if  I  can  meet 
the  numbers  through  attrition,  you  just  end  up  with  the  same  peo- 
ple in  different  jobs.  So  to  be  effective  here,  the  Federal  manager 
needs  to  find  the  tools,  at  least  some  of  them,  that  the  private  sec- 
tor manager  already  has. 

organization  plans 

Mr.  Olver.  Have  you  identified  divisions  or  units  or  whatever 
that  can  be  consolidated?  I  am  never  quite  sure  that  those  things 
save  much,  but 

Mr.  Johnson.  Some  we  have.  Some  we  are  in  the  process. 

Mr.  Olver.  So  we  would  be  able  to  see  something. 

Mr.  Johnson.  We  are  going  to  be  presenting  you  with  some  brief- 
ings shortly  on  the  status  of  all  of  the  thoughts  and  discussions  we 
have  had  so  far,  and  you  will  begin  to  see  some  areas  where  we 
are  pretty  sure  we  want  to  consolidate.  We  are  still  looking  at  this. 
So  you  have  got  a  work  in  process. 

Mr.  Olver.  On  both  there  are  probably  things  that  you  can  do 
administratively,  but  there  may  be  some  that  require  legislation. 

Mr.  Johnson.  Yes,  and  we  are  sorting  that  out. 
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Mr.  Olver.  But  that  is  not  yet  ready? 

Mr.  Johnson.  We  are  ready  enough  to  give  you  a  status  report. 

Mr.  Olver.  When  will  that  status  report 

Mr.  Johnson.  We  have  sent  letters  of  invitation  to  the  staffs  of 
the  committees,  so  I  am  sure  your  staff  knows.  If  you  want  to  come 
to  them,  we  will  send  you  a  separate  one. 

Mr.  Olver.  I  don't  need  a  separate  one. 

Thank  you,  Mr.  Chairman. 

TIME  OUT  and  review  SAVINGS 

Mr.  HOYER.  Let  me  review  a  little  bit  the  time-out  and  review 
process.  You  have  referred  to  that  a  number  of  times  and  we  have 
talked  about  it.  It  has  created  controversy  in  terms  of  GSA's  pro- 
posals. 

First  of  all,  I  want  to  reiterate  to  you,  to  the  Members  of  this 
Committee,  and,  frankly,  to  all  the  Members  of  the  House  that  it 
is  my  perception  that  the  time-out  and  review  is  appropriate. 

Secondly,  such  savings  as  we  can  effect,  whether  they  be  in 
courthouses  or  other  building  projects  are  appropriate.  Lastly,  if  in 
fact  there  are  projects  which  were  warranted  at  the  time  they  were 
proposed  but  for  reasons  that  we  couldn't  contemplate  at  the  time 
of  proposal,  are  no  longer  warranted,  they  ought  to  be  substantially 
reduced  in  capacity. 

What  I  would  say,  which  I  have  said  to  you  privately,  is  that  it 
is  important  that  we  try  to  work  out  these  issues  for  both  political 
and  management  reasons.  Obviously,  as  you  can  understand,  peo- 
ple who  propose  projects  for  their  areas  believe  these  projects  are 
important  for  their  areas.  When  these  projects  are  approved  by  the 
Congress  and  the  funding  for  them,  becomes  law,  there  is  an  expec- 
tation in  their  communities  that  their  construction  will  occur.  How- 
ever, the  Members  need  an  opportunity  to  explain  and  understand 
why  the  initial  requirement,  which  may  well  have  been  very  correct 
and  appropriate  at  the  time,  may  or  may  not  be  appropriate  now. 

RESCISSION  OF  SAVINGS 

On  November  5th,  a  General  Accounting  Office  decision  stated 
the  funds  associated  with  projects  considered  under  GSA's  time-out 
and  review  process  represent  a  deferral  of  budget  authority  pursu- 
ant to  the  Impoundment  Control  Act  of  1974.  The  administration 
then  followed  established  procedures  for  reporting  these  deferrals. 

The  procedures  established  by  the  1974  act  require  that  the  de- 
ferred funds  be  expended  or  rescinded  by  the  end  of  the  fiscal  year. 
What  are  you  planning  to  do  to  meet  this  requirement? 

Mr.  Johnson.  We  are  proceeding  with  everything  that  was  ap- 
proved. We  are  proceeding  to  save  the  money  that  was  rec- 
ommended and,  in  many  cases,  we  have  questions  or  letters  for 
help  out  to  Senators  and  Congressmen.  Where  we  don't  have 
enough  information,  could  you  please  help  us  get  something  fur- 
ther? We  are  proceeding. 

Mr.  HoYER.  I  want  to  express  that  which  I  have  told  you,  Mr. 
Johnson,  to  Members  of  the  Committee,  there  was  a  rescission  list 
provided  by  GSA  to  offset  Earthquake  Supplemental  requirements 
with  which  we  did  not  concur. 
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Our  non-concurrence  was  not  based  upon  a  substantive  review  of 
the  individual  projects  that  GSA  recommended  for  reduction  or 
ehmination.  We  did  not  concur  because  we  believe  that,  first  of  all, 
we  ought  to  give  you  the  broad  authority  to  accomplish  the  savings. 
On  the  other  hand,  there  was  a  proposal  frankly  by  the  Senate  to 
list  specific  projects  for  rescission.  We  concurred,  but  substituted  a 
list  different  from  that  proposed  by  GSA. 

I  want  to  tell  the  Members  of  the  Committee,  that  we  will  need 
to  make  a  decision  on  these  projects.  Some  with  which  we  may 
agree  with,  some  with  which  we  may  not  agree,  but  we  will  be  re- 
viewing those  specific  GSA-proposed  projects  for  rescission  in  the 
$127  million  package  that  was  passed. 

In  some  cases,  Mr.  Johnson,  the  authorizing  committees  have  by 
way  of  resolutions  they  have  passed,  tried  to  establish  funding  limi- 
tations for  projects  which  is  less  than  what  has  been  appropriated 
by  both  Houses  of  Congress  and  then  signed  into  law.  Is  there  a 
legal  basis  from  your  perspective  for  GSA  to  obligate  only  those 
funds  cited  in  resolutions  passed  by  a  legislative  committee  and  not 
the  amount  appropriated  in  public  laws? 

Now,  this  is  a  very  serious  question,  which  obviously  deals  with 
CHADA  in  some  respects,  I  suppose.  It  deals  with  the  authority  of 
the  Public  Works  Committees  on  both  sides,  as  well  as  the  author- 
ity of  this  Committee,  to  set  parameters. 

Mr.  Johnson.  Can  you  give  me  that  again? 

Mr.  HOYER.  Congress.  Congress  passes  a  statute  which  appro- 
priates X  number  of  dollars  for  a  particular  program.  Subsequently 
a  resolution  may  be  passed  by  some  committee,  not  a  law  but  a  res- 
olution which  set  some  figure  lower  than  that  in  Public  Law. 

In  that  context,  where  do  you  think  GSA  is? 

Mr.  Johnson.  I  think  we  would  be  at  the  law. 

Mr.  HOYER.  At  the  law? 

Mr.  Johnson.  Yes,  Mr.  Chairman,  could  I  ask? 

Mr.  HoYER.  Yes. 

Mr.  Johnson.  Because  I  think  we  have  an  opportunity  here,  I 
would  like  Deputy  Stasch  to  give  you  a  broader  view  of  where  we 
are  in  the  final  review  because  we  are  almost  finished  with  it. 

Mr.  Hover.  I  would  like  to  hear  that  now.  Thank  you. 

Ms.  Stasch.  Thank  you  for  your  compliment  earlier. 

Mr.  HoYER.  For  those  Members  of  the  Committee,  who  had  a 
chance  to  work  with  Ms.  Stasch,  but  I  want  you  to  know  that  she 
came  out  of  the  private  sector  at  substantial  financial  cost,  and  I 
have  been  very  impressed  as  I  said  earlier  with  Ms.  Stasch's  com- 
mitment to  making  this  process  a  rational  one  and  I  also  think  she 
has  been  very  sensitive  to  the  concerns  that  Members  have. 

UPDATE  on  the  TIME  OUT  AND  REVIEW 

Ms.  Stasch.  Thank  you. 

Let  me  give  you  just  a  little  update.  When  we  started  the  time- 
out and  review,  we  said  we  thought  it  would  be  a  maximum  of  a 
six-month  process.  Last  week  we  completed  that  process,  and  it 
took  five  months.  So  I  think  we  were  very  lucky  to  be  able  to  pull 
the  resources  together  internally  and  devote  the  time  that  was  nec- 
essary to  analyze  what  really  started  out  to  be  about  208  projects, 
and  ended  up  to  be  about  193. 
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We  will  be  submitting  to  this  committee  and  others  by  the  end 
of  the  week  or  the  first  of  next  week  a  comprehensive  report  on  the 
entire  time-out  and  review.  So  you  will  be  able  to  see  on  a  project- 
by-project  basis  what  our  recommendation  was  and,  to  the  extent 
that  we  have  recommended  savings,  you  will  be  able  to  see  what 
we  believe  the  source  of  those  savings  will  be. 

We  have  identified  over  $1  billion  in  current  and  future  savings. 
Don't  misunderstand.  I  don't  think  that  we  can  recommend  rescind- 
ing $1  billion  from  anywhere,  because  not  all  of  the  dollars  that  we 
have  identified  as  savings  are  in  actual  enacted  dollars  for  new 
construction. 

A  fair  amount  of  the  dollars  were  found  in  projects  where  we 
were  able  to  dial  back  unsupported  expansion  space,  where  the  con- 
struction dollars  would  be  requested  in  a  future  year.  These  sav- 
ings are  based  on  a  reduction  in  the  amount  which  was  identified 
in  the  early  prospectus  for  the  cost  of  the  project. 

The  savings  will  come  from  a  number  of  places.  As  I  said,  reduc- 
tions in  the  number  of  square  feet  are  either  reductions  of  expan- 
sion space,  or  based  on  a  true  discussion  with  an  agency  or  with 
the  judiciary  on  exactly  how  large  a  facility  needed  to  be. 

They  will  come  from  value  engineering.  Value  engineering  is  ap- 
plied in  2  different  ways  depending  on  where  a  project  is  in  its  de- 
velopment stage.  I  firmly  believe  that  to  the  extent  that  a  project 
has  not  yet  been  under  design,  we  can  probably  dial  back  the  esti- 
mated construction  costs  by  about  10  percent. 

Following  that,  we  should  be  able  to  yield  another  2.5  percent 
throughout  the  construction  phase  of  that  project  by  an  approach 
which  would  be  shared  value  engineering  savings  with  a  general 
contractor. 

I  believe  that  this  is  possible  because  I  think  that  we  had  a  gen- 
erous approach  to  project  budgeting  that  I  think  may  not  be  as  ap- 
propriate when  our  resources  are  more  constrained.  It  is  not  the  in- 
tent of  time-out  and  review  to  yield  projects  that  are  basically  dif- 
ferent in  terms  of  their  ability  to  serve  the  mission  or  the  function 
of  a  court,  or  the  psychological  expression  of  what  a  court  needs  to 
be. 

So  I  think  that  you  will  see  in  this  comprehensive  report  that  the 
effort  was  very  worthwhile  and  that  even  though  we  did  not  iden- 
tify a  large  number  of  projects  where  we  could  say  we  don't  need 
the  project,  I  think  that  the  over  $1  billion  savings  are  impressive. 
People  who  don't  think  that  is  a  lot  of  money  are  not  in  the  right 
place  at  this  time. 

So  I  look  forward  to  submitting  this,  and  I  think  that  we  would 
be  happy  to  sit  down  in  a  private  meeting  as  necessary  and  go  over 
project  by  project  the  proposed  savings. 

To  the  extent  that  we  have  been  overzealous,  a  project  or  two, 
and  we  are  not  able  to  realize  those  savings,  those  funds  are  large- 
ly still  available  and  we  are  going  to  be  monitoring  the  time-out 
and  review  projects  in  a  more  hands-on  way  through  the  central  of- 
fice than  is  perhaps  done  on  a  routine  basis,  and  we  will  be  review- 
ing internal  status  reports  which  we  can  share  with  the  committee 
as  they  move  forward  in  their  development  process. 


36 

CONGRESSIONAL  RESPONSIBILITY  FOR  SAVINGS 

Mr.  HOYER.  Thank  you.  I  think  this  is  an  important  process.  I 
have  said  that  from  the  very  beginning.  I  think  this  is  an  appro- 
priate process.  It  is  obviously  a  controversial  process,  but  one 
where  we  can  effect  savings.  You  are  absolutely  right,  $1  billion  is 
a  very  big  chunk  of  change.  We  are  in  an  unusual  context  which 
has  not  been  experienced  by  anybody  on  this  Subcommittee.  In  the 
13  years  I  have  been  here,  and  Mr.  Wolf  has  been  here  about  six 
months  longer  than  I  have,  have  we  been  in  a  period  of  time  when 
in  real  dollars  discretionary  spending  went  down,  never  before. 

Now,  it  may  have  happened  at  some  point  in  time  after  the  Sec- 
ond World  War  or  after  wars  or  something  of  that  nature,  but  in 
recent  memory,  that  is  not  true.  One  billion  dollars  is  one-eighth, 
12  percent  of  the  reduction  that  we  are  going  to  have  in  real  dol- 
lars, so  it  is  a  very  big  chunk  of  change.  The  taxpayers  expect  us 
to  save  tens  of  millions  of  dollars.  They  understand  in  their  own 
families  $5,  $10,  $15.  If  I  have  a  lot  of  change  in  my  pocket,  I  will 
spend  it  more  easily  than  if  I  don't  have  it,  irrespective  of  what  I 
may  have  at  home  or  in  the  bank  or  whatever.  That  is  just  psychol- 
ogy. Everybody  understands  that. 

But  the  fact  is  we  are  in  a  time  when  we  need  to  save  every  pos- 
sible dollar,  not  only  for  the  financial  impact,  but  the  psychological 
impact  to  give  the  American  public  confidence  that  we  are  manag- 
ing government  properly.  That  is  what  reinventing  government  is 
all  about  and  we  want  to  do  it.  We  want  to  work  with  you.  It  is 
controversial  and  we  want  to  be  sensitive  to  it.  It  affects  people,  af- 
fects homes,  affects  the  work  of  a  lot  of  people. 

JUDICIAL-CONGRESSIONAL  RESPONSIBILITIES 

I  want  to  make  clear  my  position  on  the  courthouse  projects. 
There  are  a  large  number  of  these  projects  each  year.  I  am  an 
elected  Member  of  Congress,  and  I  have  great  respect  for  the  judici- 
ary. I  am  a  lawyer  and  I  have  great  respect  for  the  profession. 

I  do  not  believe,  however,  that  the  judiciary  can  tell  the  Congress 
where  it  is  or  is  not  going  to  sit.  Where  it  will  or  will  not  hold 
court.  Congress  can't  tell  them  how  to  rule  on  any  case;  it  is  an 
independent  body.  It  is  the  responsibility  for  the  Congress,  not  the 
judiciary,  to  establish  where  we  will  seat  the  Federal  courts. 

We  are  going  to  continue  to  follow  that  policy.  I  say  that  at  this 
point  in  time  so  if  there  are  any  representatives  of  the  judicial 
branch  here,  that  message  can  be  made  very,  very  clear.  That  view, 
as  you  know,  Mr.  Johnson,  is  shared  very  strongly  by  the  Chair- 
man of  the  authorizing  committee. 

Mr.  Wolf. 

AGENCY  SPENDING  RATES 

Mr.  Wolf.  Sure.  Thank  you,  Mr.  Chairman.  I  share  what  Mr. 
Hoyer  said  in  the  savings  point,  and  to  go  back,  and  you  don't  have 
to  answer  this,  but  on  the — this  program  to  save  money,  I  am  going 
to  write  all  the  agencies  that  come  before  the  committee  and  ask 
them  to  send  me  a  computer  printout  of  all  the  contracts  that  they 
announced  in  August  and  September  of  last  year,  so  we  can  make 
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a  good  comparison,  and  so  you  can  see  how  they  are  running  these 
things  through. 

So  when  we  talk  about  use  of  unobHgated  balances,  as  you  come 
up,  Bill,  with  your  program,  we  are  not  only  talking  about  unobli- 
gated balances,  we  are  talking  about  developing  a  psychology  in 
the  agency  that  it  isn't  necessary  to  even  obligate  because  everyone 
has  a  little  bit  left,  but  there  are  some  things  you  just  don't  even 
need.  We  should  encourage  you. 

That  gives  you  more  money  to  help  your  employees.  So  don't  only 
think  of  what  is  left  at  the  end  of  the  year,  but  how,  as  you  come 
close,  you  can  keep  more  and  more  of  it. 

DAY  CARE  CENTERS 

This  committee — years  ago  I  offered  an  amendment  with  regard 
to  setting  up  daycare  centers  in  the  Federal  Government,  and  I 
think  it  has  been  a  very,  very  successful  program.  Last  year  GSA 
indicated  that  the  planned  expansion  of  child  care  centers  would 
involve  six  additional  centers  by  the  end  of  fiscal  year  1993  and 
sixteen  new  centers  for  1994  and  eleven  new  centers  in  fiscal  year 
1996. 

Do  you  know  how  many  centers  are  up  and  operating  now  and 
where  are  you  for  the  rest  of  this? 

Ms.  Stasch.  Ninety-four  centers  are  up  and  operating  now.  We 
anticipate  six  more  before  the  end  of  this  year. 

Mr.  Wolf.  Six  more,  so  you  reach  100. 

Ms.  Stasch.  There  are  quite  an  additional  number  in  planning, 
although  I  don't  have  that  specific  number. 

Mr.  Johnson.  When  we  traveled  around  the  country,  we  made 
a  point  of  visiting  every  child  care  center  in  every  city  we  were  in, 
and  they  are  impressive. 

Mr.  Wolf.  They  are  very  impressive.  If  you  are  a  parent,  par- 
ticularly a  single  parent,  the  opportunity  to  get  up  in  the  morning 
rather  than  dropping  your  child  at  a  rinky  dinky  day  school  an 
hour  away,  this  opportunity  of  spending  that  time  with  your  child 
coming  into  work,  being  there  close  by  so  at  lunchtime  if  you  want 
to  stop  over  and  see  your  child,  at  the  end  of  the  day  to  spend  that 
time  on  the  way  home.  We  all  want  our  children  to  have  values 
and  values  are  not  taught.  Values  are  taught  to  kids.  In  order  for 
them  to  catch  the  values  of  their  moms  and  dads,  they  have  got 
to  be  with  them. 

One  of  the  impressive  ones  you  might  want  to  see  is  the  one  at 
110,  the  Pentagon.  Many  officers  are  stopping  by,  having  lunch 
with  their  kids,  being  with  them  at  the  end  of  the  day.  So  I  encour- 
age you  to  stay  with  this  program  and  make  it 

Mr.  Johnson.  It  has  been  an  area  of  high  interest,  Congressman. 
When  people  have  asked  me,  "What  would  you  really  want  to  be 
successful  when  you  leave  here,"  I  said  to  have  daycare  centers  be 
the  best  anywhere  in  the  world  so  people  would  say,  "If  you  want 
to  see  a  good  daycare  center  operation,  you  go  to  GSA,  whether  you 
are  in  a  foreign  country  or  the  States." 

Mr.  Wolf.  How  do  you  work  with  0PM  on  the  daycare  issue? 

Mr.  Johnson.  I  don't  know.  We  have  a  good  deal  of  expertise 
ourselves.  The  daycare  centers  themselves  in  the  country  are  part- 
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nerships.  We  provide  the  facility.  An  agency  will  provide  the  fund- 
ing. 

They  are  generally  privately  run  from  the  core  director's  stand- 
point, with  a  paid  staff. 

Mr.  HOYER.  Mr.  Johnson,  while  you  are  looking  for  that,  let  me 
tell  you  there  is  no  Member  of  the  Congress  who  has  tried  to  make 
government  employment  more  family  friendly  than  Frank  Wolf.  He 
has  been  on  top  of  of  this  issue  for  over  a  decade,  ever  since  he  got 
here,  but  particularly  as  a  Member  of  this  Committee  he  has  fo- 
cused on  it. 

Mr.  Johnson.  We  are  doing  a  lot  of  work  also  and  putting  a  lot 
more  attention  and  emphasis  on  telecommuting. 

Mr.  Wolf.  That  is  the  question  I  was  just  going  to  get  to. 

Mr.  HOYER.  Frank,  I  interrupted.  You  asked  about  how  they 
worked  with  0PM. 

Mr.  Johnson.  They  are  supported  by  Congress.  We  are  taking  a 
lead  on  it. 

Mr.  Wolf.  Several  years  ago  they  wanted  to  take  the  daycare 
issue  over  and  there  was  some  controversy  back  and  forth.  Are 
they  out  of  daycare  now  totally? 

Ms.  Metzler.  My  name  is  Cynthia  Metzler.  I  am  the  Associate 
Administrator  for  Administration. 

We  have  a  cooperative  relationship  with  0PM.  I  don't  think  they 
want  to  take  over  the  daycare,  child  care  issue.  What  they  have 
been  doing  is  publishing  a  directory  of  other  child  care  centers  but 
we  have  responsibility  for  the  creation  of  them  and  oversight  of 
them  and  building  of  them.  So  I  think  it  is  a  cooperative  relation- 
ship. 

DAY  CARE  USE 

Mr.  Wolf.  If  I  could,  if  you  could  get  us  the  utilization  rates 
across  the  economic  spectrum.  For  example,  what  are  the  utiliza- 
tion, OS  7's  compared  to  GS  15's?  I  would  like  to  make  sure  it  is 
open  and  available. 

Also,  what  are  you  doing  with  regard  to  scholarships?  We  had 
also  put  in  an  amendment  which  was  knocked  out  awhile  ago  that 
allowed  the  agencies  to  develop  some  recycling  cans  and  different 
programs  like  this  that  the  money  could  go  in  for  scholarships  be- 
cause if  you  are  only  a  GS  7  and  a  single  parent,  you  don't  have 
a  lot  of  money. 

So  if  you  could  give  the  committee  ratios  7's  through  15's  and 
any  programs  either  you  or  0PM  are  pushing  to  develop  outside  re- 
sources, scholarships  for  people  particularly  at  the  lower  levels. 

Ms.  Metzler.  We  have  been  looking  at  programs  to  develop 
scholarships  for  people  at  the  lower  level,  and  I  think  we  have  one 
with  the  money  from  the  recycling  program. 

Mr.  Wolf.  Tell  me  what  other  agencies  are  using  it  and  how 
much  money  is  coming  in.  On  the  daycare,  do  you  work — whatever 
you  do  on  daycare,  does  then  if  DOT  runs  their  daycare,  they  work 
it  back  through  you? 

Ms.  Metzler.  GSA  has  the  oversight  responsibility  if  it  is  in  a 
GSA  building. 

Mr.  Wolf.  And  ideas  that  are  developed  like  the  recycling  idea, 
are  they  then  circulated  back  out  to  the  other  different  agencies? 
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Ms.  Metzler.  Yes.  We  will  get  you  some  more  information  on 
that. 

TELECOMMUTING  CENTERS 

Mr.  Wolf.  The  other  question  is  the  telecommuting,  and  I  appre- 
ciate Mr.  Hoyer's  comments  there.  The  Chairman  has  been  really 
good  about  this  one,  all  of  these. 

We  offered  an  amendment  several  years  ago,  which  there  was  a 
lot  of  opposition  to,  with  regard  to  telecommuting.  There  will  now 
be  four  telecommuting  centers  in  the  country.  One  will  be  in  Mary- 
land— two  will  be  in  Maryland,  two  will  be  in  Virginia.  I  think  the 
committee  put  more  than  adequate  funding  in. 

In  fact,  as  I  sense,  the  committee  may  have  put  even  too  much 
funding  in,  but  I  think  it  is  important  to  really  promote  those  cen- 
ters. Coming  from  California,  the  opportunities  for  telecommuting 
in  California,  particularly  I  almost  offered  an  amendment  to  the 
supplemental,  but  I  didn't  know  how  we  could  tie  it  on  with  regard 
to — tie  in  some  of  the  funding  to  the  fact  urging  California  to  be 
more  aggressive  with  telecommuting,  but  in  LA  and  San  Diego  and 
New  York  and  Chicago  and  places  like  that,  particularly  where 
there  is  a  large  number. 

So  the  question  is — maybe  it  is  not  a  question.  It  is  a  request, 
aggressively  promote  the  four  that  are  there.  If  they  are  not  ag- 
gressively promoted — and  it  is  my  feeling  that  they  are  not  being 
aggressively  promoted,  they  will  be  a  failure,  and  if  they  are  a  fail- 
ure, then  the  Federal  employees  in  Phoenix  and  LA  and  places  like 
that  will  not  ever  get  to  take  advantage  of  these,  and  the  one  in 
Virginia,  there  is  very  little  knowledge. 

I  am  talking  to  Federal  employees  that  live  near  it  and  they 
don't  know  anything  about  it.  I  guess  the  question  I  would  have  is, 
how  are  you  bringing  the  agencies  on  board?  Because  we  are  get- 
ting calls,  well,  my  agency  doesn't  like  me  to  participate  in  this. 

Mr.  Johnson.  First  of  all,  I  agree  with  you  completely.  The  in- 
dustry I  came  from  facilitates  that  type  of  technology.  It  is  the  next 
wave  of  bringing  our  country  to  its  next  level  of  productivity,  so  I 
am  so  happy  to  see  that  we  had  responsibility. 

We  met  with  the  people  who  are  responsible  for  organizing  the 
ones  here  on  the  East  Coast,  and  my  conclusion  was  that  we  were 
doing  internally  a  poor  marketing  job.  So  I  have  asked  that  we  do 
more  and  review  more,  and  1  am  working  on  what  I  would  call 
marketing  plans  as  opposed  to  facilitating  plans.  They  are  very  dif- 
ferent. 

But  I  think  in  the  last  analysis,  the  point  you  just  made  is  where 
we  need  more  help.  We  have  just  opened  three  centers  in  Califor- 
nia. In  the  Internal  Revenue  Service,  Commissioner  Richardson  is 
a  complete  advocate,  and  we  have  IRS  people  all  over  the  place  just 
rushing  to  get  in. 

Conversely,  I  am  sorry  to  tell  you,  that  there  are  hardly  any 
other  agencies  where  their  management  is  encouraging  them.  Last 
week  I  put  a  letter  out  to  all  secretaries  of  the  Cabinet  and  other 
agency  heads  pointing  that  out  to  them,  asking  for  their  aggressive 
support. 

I  have  phone  calls  out  to  four  of  them  right  now.  I  just  talked 
with  one.  I  am  out  pushing,  peddling,  prodding  every  way  I  can. 
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So  you  get  aggressiveness  out  of  this  office.  We  could  use  whatever 
support  we  can  get. 

Once  the  people  get  in  them,  and  we  just  hired  a  wonderful  tal- 
ent, Faith  Wohl,  who  is  a  nationally  known  workplace  initiatives 
person.  Faith  was  out  there  last  week,  and  she  said  the  people  in 
them  are  just  excited.  It  is  wonderful.  Their  productivity  is  great, 
the  supervisors  are  great,  but  the  management  either  is  passive  or 
for  some  reason  they  are  frightened  of  it. 

Mr.  Wolf.  If  you  could  have  her  come  back  by  to  my  office.  I 
would  like  to  chat  with  her.  Let  me  read  you  one  thing.  We  had 
a  call  from  a  constituent.  She  called  and  she  was  told  by  the  Fed- 
eral agency  that  only  handicapped  individuals  could  utilize  the  flex 
place,  work-at-home  option. 

Mr.  Johnson.  That  is  ridiculous. 

Mr.  Wolf.  And  I  am  afraid  that  if  these  four  here  are  not — now, 
if  they  are  adequately  promoted,  I  believe  they  will  be  a  booming 
success.  If  they  are  not,  the  record  will  show. 

But  I  am  afraid  that  the  mind-set  in  the  agencies  is  if  they  can't 
see  their  people,  they  feel  their  people  aren't  working. 

Mr.  Johnson.  The  earthquake  in  California,  as  tragic  as  it  was, 
really  gives  us  an  opportunity  to  jump  start  that  concept.  When  I 
first  looked  at  it,  I  was  told  we  were  looking  at  three  or  four  cen- 
ters, and  the  numbers  of  people  you  can  put  in  three  or  four  cen- 
ters is  important. 

I  asked  the  question  the  other  way  around,  how  many  people  do 
we  have  to  take  off  the  freeways  to  make  a  dent,  and  what  kind 
of  telecommuting  facilities  do  we  need  to  do  that,  and  could  we  do 
that.  Turns  out  that  25  or  so  could  take  2,500  people  off  the  free- 
ways. 

So  we  are  now  ready,  and  my  people  said,  yes,  we  could  do  that 
if  asked.  So  we  have  found  space,  we  know  where  they  are.  I  don't 
want  to  just  fill  up  two  or  three.  I  would  like  to  get  a  few  thousand 
people  coming  at  us  and  we  can  put  the  stuff  in  place.  We  are 
ready  to  go. 

WORKING  AT  HOME 

Mr.  Wolf.  I  think  it  is  important  for  the  environment,  it  is  im- 
portant for  commuting.  If  you  look  at  all  the  indicators,  the  Amer- 
ican family  is  unraveling  before  our  eyes,  and  the  more  this  gives 
a  parent  the  opportunity  rather  than  commuting  50  miles  down  to 
LA  or  downtown  Washington  to  coach  the  little  league,  to  be  active 
in  a  church  group,  to  do  whatever  the  case  may  be. 

One  other  area  that  I  think  has  been  really  neglected,  and  the 
law  permits  it,  our  bill  permits  it,  is  telecommuting  at  home,  and 
if  you  can  promote  that,  because  there  isn't  any  magic  of  strapping 
yourself  into  a  metal  box  and  driving  to  the  telecommuting  center. 

Mr.  Johnson.  We  can  also  handle  8,000  people  at  home,  which 
is  8,000  customers. 

Mr.  Wolf.  If  you  can  do  that  with  your  legacy,  if  you  can  pro- 
mote both  the  telecommuting  centers  and  also  the  opportunity  at 
home,  I  would  appreciate  it.  And  if  this  individual  could  come  by 
my  office,  I  would  appreciate  it. 

Ms.  Stasch.  She  will  be  here  tomorrow. 
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Mr.  Johnson.  The  dimension  she  is  adding,  of  course,  is  that  this 
is  not  just  a  question  of  putting  some  computers  and  faxes  in  a 
building. 

There  is  a  whole  mentality  of  making  people  comfortable.  She 
brings  to  it  that  whole  dimension,  which  I  think  is  new  to  the  proc- 
ess. 

Mr.  Wolf.  Is  she  going  to  be  responsible  for  both  telecommuting 
at  home  and  at  the  center? 

Mr.  Johnson.  Yes. 

Mr.  Wolf.  Will  she  also  be  involved  in  the  daycare  issue? 

Ms.  Metzler.  Yes,  she  is  in  this  new  office  we  call  Workplace 
Initiatives.  She  is  responsible  for  the  child  care,  daycare,  and  to  the 
extent  that  we  move  into  it  in  the  Federal  Government,  elder  care, 
telecommuting,  working  at  home,  and  flexible  workplaces.  We  have 
consolidated  these  activities  in  one  place. 

Mr.  Wolf.  Good.  That  makes  a  lot  of  sense  to  put  them  together. 

Mr.  Johnson.  That  is  a  good  example  of  packaging  organizations 
that  I  mentioned  earlier. 

Mr.  Wolf.  Mr.  Chairman,  I  have  some  other  questions.  I  will 
submit  them  for  the  record.  I  appreciate  your  dedication  in  looking 
forward. 

Mr.  HOYER.  Mr.  Visclosky. 

Mr.  Visclosky.  No. 

Mr.  HoYER.  Mr.  Olver. 

ADDITIONAL  TELECOMMUTING  CENTERS 

Mr.  Olver.  Thank  you,  Mr.  Chairman. 

Every  time  the  gentleman  from  Virginia  speaks,  it  opens  my 
mind  to  some  whole  new  group  of  things,  and  I  only  just  discovered 
these  telecommuting  centers  here  and  was  wondering  why  they 
were  not  in — one  each  in  Virginia,  Maryland,  Indiana, 
Massachusetts 

Mr.  Wolf.  If  the  gentleman  would  yield,  if  the  gentleman  would 
yield,  that  is  a  good  question  and  we  tried.  I  feel  that  there  should 
be  some  outside  of  the  Washington  region  and  Mr.  Hoyer  agreed. 

We  were  in  a  conference  and  we  just  were  not — I  mean,  we  were 
urging  this  and  LA  was  one  region.  I  won't  mention  a  few  others 
because  it  would  identify  people.  We  urged  them  to  go  around  the 
country.  The  feeling  was  we  could  only  get  it  passed  if  we  would 
narrow  it  down  to  this  region. 

So  we  thought  if  we  could  narrow  it  down  here  and  make  it 
work,  then  Massachusetts  and  places  like  that  could  have  it. 

Mr.  Hoyer.  The  answer  is  self-evident. 

Mr.  Olver.  But  did  I  understand,  you  were  saying  you  felt  there 
was  a  justification  or  a  need  for  twenty-five  of  them  in  the  Wash- 
ington area? 

Mr.  Johnson.  Los  Angeles. 

Mr.  Olver.  In  Los  Angeles. 

Mr.  Johnson.  What  I  was  trying  to  explain  was  that  we  have 
come  at  this  from  the  concept  of  what  is  possible,  which  is  what 
you  have  to  do.  In  LA,  I  asked  the  question,  what  would  be  useful. 
The  question  gets  to  be,  how  many  people  would  make  a  significant 
dent  in  the  freeway  pileup  due  to  the  earthquake. 
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The  transportation  people  said  that  maybe  1,500  to  2,500  people 
would  make  a  noticeable  dent.  Then  we  went  backward  to  how 
many  centers  would  we  have  to  put  in  place  to  accommodate  that. 
That  turned  out  to  be  about  25.  So  I  asked  some  people,  could  we 
do  that.  Are  the  facilities  available?  Is  it  feasible  to  do  that?  They 
said  yes,  but  it  takes  some  time. 

Mr.  Olver.  So  25  in  the  Los  Angeles  metropolitan  area  there? 

Mr.  Johnson.  Yes,  surrounding  area. 

Mr.  Olver.  Just  to  deal  with  Federal  employees? 

Mr.  Johnson.  Yes,  Federal  employees.  Now,  Mayor  Reardon  and 
Governor  Wilson  are  also  involved,  and  their  people  are  trying  to 
accomplish  the  same  goal,  getting  people  off  the  streets,  so  we  are 
working  with  them  in  a  variety  of  programs,  as  well. 

I  would  wish  that  across  the  board.  Federal,  State  and  local  gov- 
ernments worked  closer  together  outside  of  disaster  times,  but  we 
will  take  what  we  can. 

TELECOMMUTING  MAJOR  METROPOLITAN  AREAS 

Mr.  Olver.  This  is  really  the  first  time  I  have  heard  about  this, 
but  it  then  seems  that  major  centers,  regional  centers,  where  all 
the  regional  offices  are,  which  are  spread  around  various  parts  of 
the  country  where  there  is  a  major  population  and  a  major  com- 
muting, major  commuting  pattern,  all  are  targets. 

Mr.  Johnson.  Yes. 

Mr.  Olver.  We  are  talking  about  four  in  this  area? 

Mr.  Johnson.  Yes,  sir. 

Mr.  Olver.  This  metropolitan  area  may  well  be  a  metropolitan 
area  that  ought  to  have  in  some  proportion  to  what  you  described 
for  Los  Angeles,  maybe  ought  to  have  a  dozen  or  ten  or  something 
like  that  to 

Mr.  Johnson.  I  think  more  work  needs  to  be  done,  because  tak- 
ing people  off  the  streets,  Congressman,  is  the  most  visible  benefit 
of  a  telecommuting  center.  It  is  my  opinion  that  it  is  probably  one 
of  the  smaller  benefits,  but  it  is  visible. 

The  issues  that  the  Congressmsin  was  talking  about,  quality  of 
life  for  families,  facilitating  that  whole  family,  are  far  more  impor- 
tant. It  is  hard  to  sell  that.  So  who  knows  whether  25  is  the  an- 
swer or  250  is  the  answer. 

Mr.  Olver.  But  we  have  major  metropolitan  areas  where  there 
is  a  huge  concentration  of  Federal 

Mr.  Johnson.  Yes,  sir. 

Mr.  Olver  [continuing].  Federal  presence,  250,000  to  200,000  to 
250,000  or  something  like  that.  And  I  have  no  idea  what  the  pat- 
tern is,  but  you  can  rather  quickly  imagine  that  the  Atlantas  and 
the  Chicagos  and  New  Yorks  and  Bostons  represent  possibilities  for 
substantial  usage. 

Mr.  Johnson.  Yes,  sir. 

construction  and  acquisition  of  facilities 

Mr.  HOYER.  Let  me  go  back  to  this,  what  I  call  an  opportunity 
fund  which,  by  the  way,  Mr.  Administrator,  we  are  going  to  have 
to  spend  a  lot  of  time  defending  in  terms  of  leaving  that  fund  alone. 
One  of  the  great  reservations  about  putting  this  fund  in,  as  you 
know,  is  trying  to  ensure  that  it  doesn't  become  a  fund  used  for 
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identifiable  projects.  I  am  going  to  try  to  keep  it  whole  because  I 
think  if  you  are  going  to  have  the  fund,  it  needs  to  be  there,  needs 
to  be  protected. 

We  have  had  some  discussions  about  the  mechanism  which  will 
be  used  by  GSA  for  deciding  to  spend  out  of  that  fund  and  the  role 
that  would  be  played  by  this  Committee  and  our  Senate  counter- 
part. In  our  correspondence,  you  indicated  that  prior  to  approving 
expenditures,  you  would  seek  and  would  be  constrained  by  congres- 
sional approval. 

Mr.  Johnson.  That  is  true,  yes,  sir. 

Mr.  HOYER.  The  requirement  for  Congressional  approval  is  not 
included  in  the  language  of  the  1995  budget  submission.  Would  you 
have  an  objection  to  Congress  specifically  stating  that? 

Mr.  Johnson.  No,  sir. 

Mr.  HOYER.  Your  1995  request  for  this  activity  is  $1  billion.  That 
is  a  lot  of  money.  We  talked  about  saving  $1  billion,  on  the  other 
hand,  we  are  talking  about  possibly  spending  $1  billion. 

Mr.  Johnson.  That  is  the  intent  of  doing  it. 

Mr.  HOYER.  There  needs  to  be  some  communication  on  how  that 
fund  would  be  used. 

Mr.  Johnson.  Sure. 

CONVERSION  OF  LEASES  TO  OWNERSHIP 

Mr.  HoYER.  What  do  you  anticipate  is  the  timing  of  this  lease 
conversion  process?  How  soon  do  you  think  we  may  have  some  spe- 
cifics? This  request  is  for  fiscal  year  1995  funds,  however  it  will  be 
no  year  funds? 

Mr.  Johnson.  Yes. 

Mr.  HoYER.  Are  there  any  time  frames  in  which  you  believe  you 
will  start  looking  at  this  or  when  you  think  you  are  going  to  start 
having  opportunities? 

Mr.  Johnson.  The  first  thing  we  are  going  to  do  is  come  back 
to  you  with  a  review  of  the  whole  48  candidates  for  lease  conver- 
sion. We  are  going  to  try  to  winnow  that  down  to  some  subset,  and 
to  say  that  we  have  been  out  to  the  market  now  in  these  different 
places  and  it  isn't  48,  it  is  really  21  or  something,  and  here  is  what 
we  really  think  is  possible  in  these  areas.  I  would  guess  that  is  a 
process  of  several  months. 

Ms.  Stasch.  I  think  even  before  we  do  that,  we  want  to  come 
back  to  you  and  get  your  concurrence  on  the  entire  process,  and 
identify  all  of  the  places  where  we  will  be  in  communication. 

We  assume  that  those  would  be  a  number  of  places  in  our  sort 
of  strawman's  process.  I  think  we  would  be  prepared  to  sit  down 
on  a  working  level  on  the  process  within  a  week,  so  that  could  be 
part  of  your  discussions  and  deliberations. 

Mr.  Johnson.  My  intent  is  to  get  the  Committee  involved  as 
deeply  as  possible  in  that  process.  I  have  discovered  there  is  a  con- 
tracting clause  that  we  have  to  be  sensitive  to,  as  well. 

We  have  worked  that  through  ourselves,  and  I  think  there  are 
ways  we  can  do  that  and  still  maintain  the  integrity  of  the  procure- 
ment process. 

Ms.  Stasch.  I  think  that  there  are  two  stages  to  what  we  have 
deduced.  There  is  a  group  of  activities  that  can  be  underway  in  ad- 
vance of  the  true  availability  of  funds,  including  a  complete  market 
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analysis  of  the  environment,  the  market  environment,  and  physical 
characteristics  of  candidate  buildings. 

This  can  take  place  in  advance  of  the  availability  of  funds.  We 
really  cannot  go  into  the  marketplace  with  a  Request  For  Proposals 
(RFP)  or  Solicitation  for  Offers  (SFO)  until  we  truly  have  funds,  be- 
cause we  will  not  get  expressions  of  interest  unless  people  truly 
feel  the  resources  are  there. 

As  soon  as  we  have  a  comprehensive  process  in  place,  we  would 
like  to  start  showing  some  community  programs  for  some  of  the 
major  markets  that  we  would  like  to  try;  that  would  be  in,  I  would 
say,  three  to  six  months.  Then,  shortly  after  that,  we  can  have 
those  expressions  of  interest  by  good  candidates. 

We  have  identified  in  the  budget  that  there  are  23  candidates  for 
this  conversion,  but  it  is  not  our  assumption  that  23  transactions 
will  ensue.  It  is  our  presumption  that  these  are  the  best  candidates 
to  look  for  transactions. 

If  the  marketplace  doesn't  tell  us  that  there  is  a  transaction,  we 
would  hope  that  the  prospectus  would  be  less — continue  leasing 
within  some  approved  parameters.  This  is  a  market-driven  mecha- 
nism. It  is  not  intended  to  make  a  wholesale  conversion  from  lease 
to  ownership  unless  we  completely  demonstrate  that  it  is  worth- 
while and,  from  a  physical  standpoint,  that  we  are  bringing  into 
our  asset  base  buildings  that  are  worth  the  dollars  that  we  will  be 
paying  for  them,  particularly  to  the  extent  that  they  can  accept 
evolving  technology  over  time. 

I  think  this  would  not  be  seen  as  a  successful  program  if  we  find 
in  just  a  very  few  years  that  we  have  to  spend  additional  dollars 
to  make  sure  that  these  buildings  are  compliant  or  appropriate. 

COST  OF  RENOVATING  PROPERTIES  FOR  PURCHASE 

Mr.  HOYER.  Renovations  for  getting  properties  standards  may  be 
required.  Is  the  cost  of  these  renovations  contemplated  in  the  $999 
million? 

Mr.  KiMBROUGH.  That  number  would  have  to  be  included  in 
there.  We  would  have  to  exercise  due  diligence  on  a  building  to  de- 
termine whether  it  met  current  life  safety  requirements  or  disabled 
accessibility.  Anything  that  we  would  require  for  ourselves,  we 
would  have  to  make  sure  that  that  was  cared  for  and  would  be  paid 
for  out  of  those  funds. 

Mr.  HOYER.  Mr.  Wolf,  did  you  have  any  additional  questions? 

Mr.  Wolf.  No  further  questions. 

Mr.  HOYER.  I  have  a  lot  of  questions  that  are  relatively  precise 
and  discrete  questions  that  I  will  give  to  you  for  the  record.  I  don't 
want  long  answers  or  complicated  answers. 

Mr.  Visclosky,  any  questions? 

Mr.  Visclosky.  I  am  fine,  Mr.  Chairman. 

CONCLUSION 

Mr.  HoYER.  Mr.  Olver,  any  additional  questions?  No. 

Thank  you  very  much,  Mr.  Administrator.  We  look  forward  to 
working  with  you  closely  on  this.  We  will  disagree  at  times  and  we 
will  have  significant  disagreements.  We  will  have  some  political 
disagreements. 
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We  are  a  political  body  and  I  don't  apologize  for  politicians  re- 
sponding like  politicians.  That  is  their  business.  That  is  what  the 
founding  fathers  of  this  country  created.  They  created  people  to  be 
responsive  to  the  needs  of  their  constituencies.  On  the  other  hand, 
the  greater  constituency  is  the  country  and,  frankly,  if  the  country 
is  not  doing  well,  my  people  aren't  doing  well,  Mr.  Visclosky's  peo- 
ple aren't  doing  well,  Mr.  Olver's  people  aren't  doing  well,  and  Mr. 
Wolfs  people  aren't  doing  well. 

We  will  have  some  bumps  along  the  way,  but  this  reinventing 
government  is  serious,  real  business.  Some  people  criticize  the  Vice 
President  or  this  administration  for  talking  reinventing  govern- 
ment because  it  was  talked  about  under  Bush,  it  was  talked  about 
under  Reagan  with  the  Grace  Commission  Report.  Very  frankly,  no 
business,  no  ofTice,  no  family  is  successful  when  doesn't  try  to  fre- 
quently reinvent  itself  in  terms  of  how  it  can  do  things  better  and 
spend  our  resources  more  wisely. 

We  haven't  gone  into  it,  but  this  procurement  reform  is  critical. 
We  are  doing  some  dumb  things  in  government  on  procurement.  I 
noticed  on  some  of  the  papers  I  have  been  using  here,  that  we  take 
way  too  long  to  procure  things.  We  have  protected  ourselves 
against  fraud,  waste,  and  abuse  and  have  fairly  well  created,  if  not 
fraud,  waste,  by  buying  out-dated  products,  whose  technology  is 
moving  so  quickly  that  it  outpaces  the  procurement  timetable. 

We  are  buying  out-dated  computers  because  we  are  making  sure 
that  everybody  has  an  opportunity  to  bid.  We  can  sometimes  get 
it  off  the  shelf,  maybe  a  pretty  expensive  off-the-shelf  item  that 
would  be  much  better  or  equally  as  good,  and  we  are  going  to  have 
to  get  to  that. 

That  will  be  a  major  authorizing  issue,  but  we  are  involved  in 
that  because  we  deal  with  the  funding  of  GSA  and  other  agencies. 
The  Appropriations  Committee  funds  a  lot  of  agencies  obviously 
that  are  procuring  items  that  in  many  respects  are  not  procured  as 
cheaply  and  as  timely  as  should  be  the  case. 

So  there  are  a  lot  of  big  issues  that  you  are  dealing  with.  We  look 
forward  to  working  with  you  and  thank  you  for  being  here. 

Mr.  Johnson.  Thank  you  very  much. 

Mr.  HoYER.  We  will  insert  the  questions  for  the  record,  followed 
by  the  justifications,  in  the  record  at  this  point. 

[The  material  follows:] 
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QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  THE  COMMITTEE 

PROPOSED  CHANGES 
NEW  CONSTRUCTION  AND  ACQUISITION  ACCOUNT 

Question.  The  major  GSA  proposal  in  fiscal  year  1995,  is  eliminating  the  Federal  Buildings  Fund 
as  the  funding  mechanism  for  the  construction  and  acquisition  of  Federal  buildings  and  creating  a 
new  appropriation  account  called  "Construction  and  Acquisition"  for  this  purpose.  The  Public 
Buildings  Amendments  Act  of  1972  (40  USC  490(f)),  established  the  Federal  Buildings  Fund  as 
the  mechanism  for  funding  the  construction  and  acquisition  of  Federal  Buildings.  What  is  the  legal 
basis  for  seeking  appropriations  rather  than  using  receipts  in  the  Fund? 

Answer.  GSA  does  not  intend  to  change  the  fimction  of  the  Federal  Buildings  Fund  (FBF).  The 
purpose  of  the  FBF  is  to  fund  real  property  management  and  related  activities  and  that  function 
will  continue.  We  also  intend  to  assure  that  needed  renovations  are  accomplished  in  a  timely 
manner.  In  fiscal  year  1995,  for  example,  we  have  requested  a  major  investment  of  $900  million 
for  major  renovations. 

GSA  is  required  by  law  to  charge  rents  which  approximate  commercial  charges  for  comparable 
space  and  services.  Charging  commercially  comparable  rents  will  not  always  generate  sufficient 
funds  to  cover  the  costs  of  construction  and  acquisition  of  federally  owned  buildings. 

In  order  to  ensure  adequate  funding  for  needed  construction  and  acquisition,  the  fiscal  year  1 995 
Budget  proposes  an  appropriation  to  a  separate  account  to  fund  construction  and  acquisition. 
This  will  help  ensure  that  limited  resources  in  the  Federal  Buildings  Fund  not  limit  needed 
construction  and  acquisition.  In  the  past  this  has  been  done  through  an  appropriation  to  the  FBF. 
We  believe  there  is  adequate  authority  for  GSA  to  receive  a  separate  appropriation  for 
construction  and  acquisition. 


Question.  Do  you  believe  that  the  current  law  will  need  to  be  changed  to  accommodate  your 
proposal  to  change  construction  and  acquisition  from  financing  from  the  Fund  to  a  direct 
appropriation?  If  so,  what  are  your  plans  for  submitting  the  proposal  to  change  the  legislation? 

Answer.  GSA  is  not  proposing  to  restructure  the  Federal  Buildings  Fund.  GSA  does  not  believe 
that  current  law  needs  to  be  amended  for  Congress  to  appropriate  funds  to  supplement  the  FBF  to 
meet  capital  requirements  in  excess  of  FBF  revenues. 


Question.  Since  the  only  authorized  way  to  acquire  buildings  is  through  the  Federal  Buildings 
Fund,  have  you  discussed  this  proposed  change  with  the  Public  Works  Committee?  (Note  to 
Chairman:  Without  changing  the  current  law,  this  direct  appropriation  is  subject  to  a  point  of 
order  on  the  House  floor.) 

Answer.  Yes.  Preliminary  discussions  were  held  with  the  House  Public  Works  and 
Transportation  Committee  during  the  week  of  March  7,  1 994,  and  a  formal  briefing  was 
presented  to  the  Committee  on  March  14,  1994. 
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BUDGETARY  SCOREKEEPING  CONCERNS 

Question.  A  major  change  in  GSA's  emphasis  which  is  proposed  in  the  1995  budget  request,  is 
an  almost  $  1  billion  request  to  convert  operating  leases  to  government  ownership  of  the  facility. 
Of  course  GSA  will  allow  the  market  to  determine  the  best  deal  for  the  government  and  may  not 
buy  the  exact  same  building  which  it  is  currently  leasing,  but  the  plan  is  to  move  away  from 
operating  leases  to  government  ov^nership.  This  Committee  has  always  been  a  strong  advocate 
of  government  ownership  of  Federal  buildings. 

The  major  issue  associated  with  this  proposal  is  the  impact  it  will  have  on  outlays.  The 
Congressionally  adopted  rules  for  scoring  outlays  for  this  type  of  acquisition  require  that  the 
outlays  must  be  scored  when  cash  payments  are  most  likely  to  be  made,  usually  within  the  year 
the  Government  obligates  the  funds. 

The  proposal  included  in  the  1995  budget  identifies  $999  million  in  Budget  Authority  and  $65.9 
million  in  outlays.  Considering  the  scoring  rules,  what  is  the  rationale  for  such  a  low  (6.6%) 
outlay  figure  in  1995? 

Answer.  The  Acquisition  of  Facilities  program  proposes  that  GSA  would  have  the  abilitv-  to 
acquire  replacement  space  for  expiring  leases  using  any  of  the  acquisition  methods  available  to 
the  private  commercial  real  estate  market.  GSA  proposes  to  allow  market  conditions  at  the  time 
of  procurement  to  determine  which  specific  method  of  acquisition  will  be  utilized  to  solve  each 
individual  requirement.  This  creates  uncertainty  as  to  what  specific  housing  solution  will  be 
employed  for  any  given  expiring  lease. 

The  scoring  rules  are  unchanged.  GSA  will  use  options  and  may  require  facilities  to  be  upgraded 
to  meet  Government  standards.  These  tools,  among  others,  \A-ill  cause  outlays  to  occur  over  a 
period  of  years.  GS  believes  that  the  outlay  stream  as  presented  is  a  reasonable  approximation  of 
what  the  cash  flows  will  be  like.  0MB  intends  to  evaluate  the  outlays  associated  with  this 
program  as  part  of  the  mid-session  review,  as  they  will  with  other  program  outlays. 


Question.  Additionally,  what  is  the  rationale  for  spreading  the  outlay  impact  over  the  four-year 
time  period  which  you  have  proposed? 

Answer.  GSA  anticipates  it  will  take  time  to  stkrt  up  this  new  and  different  program.  In  some 
instances  we  may  use  options,  i.e.,  obligations  and  outlays  for  acquisition  would  occur  sometime 
later.  Contracts  for  acquisition  may  be  entered  into  (obligation)  with  settlement  (outlay)  in  the 
next  fiscal  year.  GSA  believes  that  minimal  financial  transactions  will  be  completed  in  FY  1995 
although  obligations  may  be  made.  GSA  anticipates  that  even  if  a  majority  of  the  facilities  arc 
purchased,  tenant  and/or  fire/life  safety  alterations  will  be  necessarv'.  These  alterations  are 
properly  chargeable  to  this  activitv'  and  whether  they  are  performed  by  the  current  owner  or 
GS.\,  these  eiltcrations  will  cause  the  outlays  to  be  spread  out  over  time. 
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Question.  If  the  Congressional  Budget  Office  does  not  agree  with  this  6.6%  outlay  assumption 
in  1995  and  scores  the  outlays  at  a  substantially  higher  rate  than  you  have  projected,  do  you  have 
suggestions  for  reductions  which  could  be  taken  in  other  GSA  programs  to  accommodate  the 
increase  in  outlays? 

Answer.  If  the  Congressional  Budget  Office  does  not  agree  with  GSA's  outlay  stream,  GSA 
does  not  have  programmatic  latitude  in  new  construction  activity  or  in  the  Federal  Buildings 
Fund  to  offer  offsetting  outlay  savings. 

PROPOSED  CHANGES 
ACQUISITION  OF  EXISTING  FACILITIES 

Question.  The  budget  justification  material  includes  a  list  of  23  "candidate"  leases  which  could 
be  replaced  with  government  owned  facilities.  The  GSA  position  is  that  this  list  represents 
possible  leases  which  would  be  replaced;  the  final  list  will  depend  on  market  conditions. 

In  our  conversations  and  in  your  letter  to  me,  you  assured  me  that  the  Appropriations 
Committees  would  have  to  approve  any  project  before  fiinds  could  be  obligated  to  acquire  it. 
The  Appropriations  language  proposed  in  the  budget  does  not  reflect  this  agreement.  Why  have 
you  not  included  Language  such  as  "subject  to  the  approval  of  the  Committees  on 
Appropriations"  in  the  budget  request? 

Answer.  The  absence  of  this  provision  from  the  President's  budget  does  not  change  GSA's 
commitment  to  the  committee. 


Question.  What  do  you  anticipate  is  the  timing  of  this  process  and  when  will  you  provide 
Congress  with  a  list  of  the  actual  leases  to  be  converted? 

Answer.  We  want  to  have  the  initial  market  survey  data  to  discuss  with  the  committee  during 
the  first  quarter  of  FY  1995.  It  is  GSA's  intention  to  report  the  results  of  the  individual 
procurement  actions  to  the  relevant  committees  prior  to  any  funds  being  obligated.  The  omission 
of  the  above  language  does  not  change  GSA's  commitment  to  report  to  the  committees  and  seek 
appropriate  approvals  prior  to  the  obligation  of  the  fiinds. 

Prospectuses  for  many  of  the  lease  conversion  projects  (those  projects  that  are  part  of  the 
Acquisition  of  Facilities  program  associated  with  the  $999  million  request)  will  be  submitted  in 
the  near  future.  There  will  be  other  prospectuses  for  candidate  conversions  that  will  be 
forwarded  to  Congress  as  they  become  available.  Submission  of  these  additional  prospectuses 
will  allow  sufficient  time  to  obtain  authorization  for  their  inclusion  in  the  lease  conversion 
program.  However,  since  market  conditions  will  impact  whether  or  not  the  leases  can  be 
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converted  to  ownership,  the  actual  leases  to  be  converted  will  not  be  known  until  GSA  conducts 
a  market  analysis,  at  which  time  we  will  share  with  Congress  the  markets  and  lease  conversions 
which  will  move  to  the  procurement  process.  Since  the  real  estate  market  is  not  likely  to  respond 
to  any  procurement  action  unless  funds  are  available  for  obligation,  this  wli  occur  subsequent  to 
the  authorization  and  appropriation  of  funds  for  the  Acquisition  of  Facilities  program. 


Question.  How  long  do  you  anticipate  it  will  take  you  to  convert  the  1995  list  of  lease 
conversions? 

Answer.  These  conversions  will  proceed  over  a  period  of  time  that  will  be  defined  by  the 
expiration  dates  of  the  leases  that  are  to  be  converted.  The  acquisition  program  can  be  tailored  to 
proceed  within  outlay  restraints  that  may  be  imposed.  It  is  anticipated  that  if  sufficient  funds  are 
not  available  in  a  given  year,  purchase  options  will  be  obtained  for  a  future  year  in  order  to  effect 
the  proposed  lease  conversion.  This  is  proposed  as  an  ongoing  program. 


Question.  What  are  your  plans  for  future  acquisitions  of  this  type?  If  there  are  plans,  why  are 
no  funds  included  in  the  outyear  budget  numbers? 

Answer.  It  is  intended  that  this  acquisition  program  be  continued.  As  such,  it  is  hoped  that 
subsequent  budget  requests  will  include  funds  for  the  continuation  of  the  program.  However, 
outyear  budget  requirements  will  be  developed  based  on  a  review  and  evaluation  of  the  initial 
results. 


Question.  What  are  your  plans  for  ensuring  that  the  commercial  facilities  which  you  will 
purchase  meet  government  safety  standards  which  are  higher  in  some  cases  than  commercial 
standards? 

If  renovations  will  be  required  to  bring  these  existing  facilities  up  to  the  government  standard,  is 
the  cost  of  these  renovations  included  in  the  $999  million  figure? 

Answer.  All  facilities  purchased  would  be  required  to  satisfy  Government  safety  standards. 
Terms  of  the  purchase  agreement  would  either  mandate  the  seller  to  make  the  required 
renovations  or  the  Government  would  perform  these  renovation.  It  is  likely  that  most  existing 
facilities  available  in  the  real  estate  market  will  require  some  level  of  renovation.  This  is  also 
true  for  facilities  that  would  be  leased.  All  renovation  costs  are  included  in  the  FY  1995  request 
of  $999  million. 


Question.  What  are  your  plans  for  using  these  funds  to  purchase  Resolution  Trust  Corporation 
properties? 
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Answer.  All  Resolution  Trust  Corporation  properties  that  are  compatible  with  the  space 
requirement  for  a  prospective  tenant  will  be  included  in  the  analysis  of  options.  Funds  approved 
under  this  program  will  be  used  to  purchase  RTC  properties  if  deemed  advantageous  to  the 
Government. 


Question.  If  the  proposal  is  designed  to  reduce  the  amount  of  leased  space,  why  does  the  1995 
requirement  for  the  account  "Rental  of  Space"  increase?  Why  do  we  not  see  a  reduction  as  a 
result  of  this  proposal? 

Answer.  Because  transactions  will  not  occur  imtil  1995  or  later,  the  impact  of  the  lease 
conversion  program  will  not  be  seen  until  fiscal  year  1996  at  the  earliest.  The  increase  of 
$74,070,000  between  fiscal  year  1994  and  1995  is  primarily  for  the  cost  of  expansion  space 
required  in  fiscal  year  1994  ($84,397,000)  and  for  increases  in  space  rental  costs  ($39,205,000). 
These  are  offset  by  a  decrease  for  space  to  be  given  up  in  fiscal  year  1 994  and  1 995 
($49,532,000)  and  a  decrease  in  rent  of  $207,000,000. 


Question.  If  Congress  does  not  approve  this  proposal,  would  there  be  a  funding  shortfall  in  the 
"Rental  of  Space"  account? 

Answer.  No.  Funds  were  not  reduced  in  the  Rental  of  Space  Account  for  converting  any  of  the 
expiring  leases  to  an  ownership  position.  Savings  in  the  Rental  of  Space  account  would  not 
occur  until  tenants  move  out  of  the  leased  space.  We  anticipate  these  savings  would  not  appear 
in  the  budget  until  the  fiscal  year  1 996  budget  cycle  at  the  earliest  given  the  time  that  will  be 
required  to  implement  the  acquisition  of  facilities  program. 

STATUS  OF  TIME  OUT  AND  REVIEW  ACTIONS 

Question.  A  November  5,  1993  General  Accounting  Office  decision  stated  that  the  funds 
associated  with  projects  considered  under  the  GSA's  "Time  Out  and  Review"  process  represented 
deferral  of  budget  authority  pursuant  to  the  Impoundment  Control  Act  of  1974.  The 
Administration  then  followed  established  procedures  for  reporting  these  deferrals.  The 
procedures  established  by  the  1974  Act  require  that  deferred  fimds  be  expended  or  rescinded  by 
the  end  of  the  fiscal  year.  What  are  you  planning  to  do  to  meet  this  requirement? 

Answer.  GSA  has  reported  a  deferral  for  all  the  projects  included  in  Time  Out  and  Review  as 
GAO  recommended.  As  each  project  has  completed  Time  Out  and  Review,  it  has  been  released 
from  deferral.  By  the  end  of  March  all  projects  will  be  released  from  deferral  status. 

Question.  In  some  cases  the  authorizing  committees  have,  by  way  of  committee-passed 
resolutions,  tried  to  establish  funding  limitations  for  projects  which  are  less  than  what  has  been 
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appropriated  in  bills  which  have  passed  both  houses  of  Congress  and  have  been  signed  into  law 
by  the  President.  Is  there  a  legal  basis  for  GSA  to  obligate  only  those  funds  cited  in  resolutions 
passed  by  a  legislative  committee  and  not  the  amount  appropriated  in  public  laws? 

Answer.  According  to  the  General  Accounting  Office  (GAG),  "appropriations  generally 
constitute  budget  authority"  (Principles  of  Federal  Appropriations  Law,  2nd  Ed.,  Vol.  I.,  1992: 
p.  2-5).  In  addition,  GAO  notes  that  "...there  is  no  general  statutory  requirement  that 
appropriations  be  preceded  by  specific  authorizations."  (Ibid.,  p  2-57.)  Where  appropriations 
enacted  by  Congress  exceed  authorizations  enacted  by  Congress,  GAO  maintains  that  the  amount 
of  the  appropriation  generally  rules.  (Ibid.,  p.  3-39.)  GSA  knows  of  no  legal  basis  for  limiting 
the  amount  of  funds  made  available  for  obligation  as  authorized  by  an  appropriation  to  an 
amount  less  than  such  appropriation. 


Question.  This  is  not  the  first  time  this  situation  has  occurred.  What  is  the  history  of  obligating 
funds  which  have  been  appropriated  but  not  included  in  the  resolutions  of  the  authorizing 
committees? 

Answer.  GSA  has  historically  drawn  a  distinction  between  the  obligation  of  fionds  for  projects 
added  by  the  Congress  through  the  appropriations  process  and  the  obligation  of  funds  for  projects 
included  in  the  President's  budget  with  accompanying  prospectuses  submitted  to  the  authorizing 
committees  for  their  approval.  In  the  former  instance,  we  have  obligated  funds  to  deliver 
projects  in  accordance  with  the  intent  of  the  Congress  in  appropriating  fiinds.  For  example,  the 
authorizing  committees  passed  no  resolutions  regarding  the  projects  added  through  the 
appropriations  process  for  the  Southwest  Border  Program.  Accordingly,  GSA  has  viewed  these 
projects  as  fully  authorized  and  funded  by  statute. 


Question.  The  FY  1994  conference  report  requires  GSA  report  to  the  House  and  Senate 
Appropriations  Committees  on  the  results  of  the  analysis  of  the  projects  considered  in  the  "Time 
Out  and  Review"  process.  To  meet  this  requirement,  please  provide  a  detailed  analysis  of  the 
amount  identified  by  GSA  as  savings  in  the  "Time  Out  and  Review"  process.  The  analysis  must 
address  any  and  all  changes  which  would  result  in  a  different  facility  than  the  one  included  in  the 
approved  prospectus.  Additionally,  the  analysis  should  specifically  identify  changes  in  inflation 
rates  and  the  amount  associated  with  these  changes. 

Answer.  We  are  in  the  process  of  preparing  a  detailed  final  report  and  when  completed  we  well 
provide  it  for  the  record. 
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Question.  Another  change  reflected  in  the  1995  Budget,  is  a  reduction  in  the  amount  of  Rent 
which  GSA  charges  Federal  Agencies.  My  understanding  is  that  this  change  has  resuhed  in  a 
$207  million  Government-wide  savings.  How  did  GSA  come  up  with  these  revised  Rent 
charges? 

Answer.  We  obtained  information  on  current  market  rent  rates  for  27  metropolitan  areas  with 
major  GSA  holdings  through  commercial  firms  such  as  Cushman  and  Wakefield,  and  Black's 
Guide,  and  in  some  cases  through  GSA  regional  appraisal  staffs. 

The  analysis  revealed  that  in  17  SMSAs,  GSA's  Rent  rates  were  reduced  to  more  closely 
approximate  commercially  comparable  charges.  As  a  result,  $207  million  less  will  be  available 
for  the  costs  of  operating,  maintaining  and  repairing  assets  in  Federal  inventory. 


Question.  What  impact  has  the  proposed  de-linking  of  the  construction  and  acquisition 
requirements  from  the  Federal  Buildings  Fund  had  on  the  rental  rates? 

Answer.  GSA's  fiscal  year  1 995  Rent  rates  were  reduced  in  1 7  SMSAs  to  more  closely 
approximate  comparable  commercial  charges  in  those  markets.  There  is  no  causal  relationship 
between  reduction  in  Rent  rates  and  the  requesting  of  construction  and  acquisition  requirements 
separate  fi-om  the  Federal  Buildings  Fund. 


Question.  If  the  de-linking  is  not  approved  by  Congress,  would  the  Rent  rates  increase? 
Answer.  No. 


Question.  We  get  many  complaints  from  other  Appropriations  Subcommittees  about  the  level  of 
Rent  payments,  especially  if  their  agencies  are  housed  in  Govenmient-owned  facilities.  Please 
explain  how  the  law  governing  the  establishment  of  Rent  rates  works,  and  how  these  funds  are 
used  by  GSA. 

Answer.  GSA  is  required  by  law  (Title  40,  United  States  Code,  Subsection  490  (j)),  to  charge 
rates  which  approximate  commercial  charges  for  comparable  space  and  related  services  provided 
to  the  Federal  community.  Rates  are  specifically  developed  for  each  building  through  appraisals 
performed  every  five  years,  primarily  by  professional  real  estate  appraisers.  The  GSA-controlled 
buildings  (owned  and  leased)  are  compared  to  three  similar  buildings  in  the  immediate  vicinity. 
This  procedure  is  performed  every  five  years.  For  each  of  the  four  intervening  years,  the  rates 
are  escalated  using  the  local  Consumer  Price  Index  (CPl),  thus  maintaining  market 
comparability.  The  procedures  for  setting  and  escalating  rates  are  identical  for  Government- 
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owned  and  -leased  buildings.  GSA  is  initialing  a  review  to  ensure  a  process  that  permits  rents  to 
more  closely  approximate  the  market. 

The  Rent  collected  from  customer  agencies  is  deposited  in  the  Federal  Buildings  Fund  (FBF), 
which  is  an  intragovemmental  revolving  fund.  GSA  uses  funds  in  the  FBF  only  after  authorized 
to  do  so  by  Congress  through  the  appropriations  process.  The  FBF  is  the  principal  source  of 
funding  for  the  operation,  maintenance,  protection,  and  repair  of  GSA-owned  and  -leased 
buildings.    The  FBF  is  also  used  for  building  improvements,  acquisition  of  space  through  lease 
or  purchase,  and  currently  for  construction. 

FTS2000 

Question.  The  FY  1995  budget  includes  the  same  provision  as  was  included  in  last  year's  bill 
concerning  FTS2000.  This  provision  requires  the  mandatory  use  of  FTS2000  by  Federal 
agencies  unless  the  GSA  reports  that  FTS2000  is  not  the  most  cost-effective  way  of  procuring 
communication  services.  Has  GSA  conducted  an  analysis  of  the  cost  effectiveness  of  FTS2000 
and,  if  so,  what  are  the  results? 

Answer.  GSA  reported  to  Congress  on  the  cost-effectiveness  of  the  FTS2000  program  on  March 
1,  1993.  Based  primarily  on  an  independent  study  conducted  under  the  auspices  of  the  FTS2000 
Interagency  Management  Council  (IMC),  the  report  concluded  that  FTS2000  prices,  in 
aggregate,  are  at  least  as  good  as  the  best  equivalent  commercial  prices  without  considering  the 
value  of  unique  Government  requirements.  When  the  value  of  unique  Government  requirements 
is  factored  in,  the  report  concluded  that  FTS2000  is  significantly  less  expensive  than  commercial 
equivalent  offerings.  As  was  expected,  pricing  disparities  for  those  few  instances  where 
commercial  prices  were  found  to  be  less  expensive  were  corrected  when  the  Publicly  Available 
Price  Cap  (PAPCap)  mechanism  was  exercised  in  April  1993.  The  quarterly  PAPCap  analyses 
conducted  from  April  1993  to  April  1994  will  form  the  basis  of  the  upcoming  cost-effectiveness 
study  due  to  Congress  in  July  1 994. 


Question.  What  would  be  the  impact  on  the  FTS2000  program  if  mandatory  use  were 
eliminated  in  FY  1995? 

Answer.  If  mandatory  use  of  the  FTS2000  contracts  were  eliminated,  there  would  be  no  way  to 
perform  the  Price  Redetermination/Service  Reallocation  (PR/SR)  process  and  Publicly  Available 
Price  Cap  (PAPCap)  agreements  could  be  void.  In  addition,  agencies  would  be  adversely 
affected  by  higher  costs  due  to  the  loss  of  volume  discounts  and  added  procurements  costs  would 
be  incurred  by  agencies  leaving  FTS2000.  Ultimately,  the  result  would  be  increased 
telecommunications  costs  to  the  Federal  Government. 

The  FTS2000  contracts  provide  for  a  price  redetermination  (PR)  process  during  years  four  and 
seven  of  the  contracts  to  control  prices.  Each  contractor  competes  for  up  to  40  percent  of  the 
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other  contractor's  present  business  based  on  a  competition  of  quality  and  cost.  As  a  result  of 
Year  4  PR,  each  contractor  ended  up  keeping  its  present  customer  base  and  price  reductions  will 
reduce  agencies'  telecommunications  costs  by  $450  million  over  the  remaining  life  of  the 
contracts. 

Also  at  years  four  and  seven,  the  Service  Reallocation  (SR)  process  allows  GSA  to  "fine  tune" 
the  60/40  revenue  split  awarded  initially  to  AT&T  and  Sprint.  As  a  result  of  Year  4  SR,  a  large 
portion  of  the  Department  of  Veterans  Affairs  service  was  moved  from  Sprint  to  AT&T.  This 
"fine  tuning"  of  the  contract  was  based  on  the  projected  usage  over  the  life  of  the  contract. 
Without  mandatory  use,  GSA  could  not  project  usage  for  the  contractors  to  bid  on  or  to 
reallocate  during  the  SR  process. 

In  addition  to  the  PR/SR  process,  another  of  the  Govenunent's  mechanisms  to  control  prices  are 
Publicly  Available  Price  Cap  (PAPCap)  agreements.  These  agreements  with  both  contractors  for 
all  FTS2000  services  ensure  that  prices  obtained  during  PR/SR  continue  to  track  the  market  and 
remain  below  the  best  comparable  commercial  rates. 

Under  the  agreements,  quarterly  comparisons  are  made  of  FTS2000  prices  and  current  lowest 
comparable  commercial  prices,  and  the  prices  are  adjusted  accordingly.  This  allows  for  quick 
response  to  price  changes  in  the  volatile  telecommunications  marketplace. 

Since  the  initial  quarterly  PAPCap  evaluation  in  April  1993,  evaluations  have  been  conducted  in 
July  and  October  1993.  Based  on  the  October  1993  evaluation,  FTS2000  rates  continued  to  be 
below  the  best  comparable  commercial  rates.  Savings  resulting  fi-om  PAPCap  evaluations  are 
projected  to  be  $6.5  million  aimually  through  the  remainder  of  the  FTS2000  contracts. 

The  existence  of  mandatory  use  requirements  was  a  significant  factor  in  the  Government's 
success  in  obtaining  the  PAPCap  provisions.  Elimination  of  mandatory  use  legislation  and  any 
resultant  modification  to  the  corresponding  Federal  Information  Resources  Management 
Regulation  could  void  the  current  PAPCap  agreements  since  the  FTS2000  contractors  would  no 
longer  be  obligated  to  continue  the  pricing  mechanism. 

The  actual  and  potential  business  volume  resulting  fi-om  mandatory  use  significantly 
strengthened  the  Government's  bargaining  posture  in  obtaining  the  best  deals  possible  when 
implementing  PR/SR  and  during  PAPCap  negotiations.  Continuation  of  mandatory  use  ensures 
the  greatest  utilization  of  the  program  to  obtain  maximum  cost  savings  and  other  efficiencies. 
This  is  particularly  true  if  the  Government  is  to  achieve  the  full  benefits  to  be  derived  fi-om  the 
seventh  year  PR/SR,  current  PAPCap  agreements,  and  contract  provisions  for  service 
enhancements. 

FTS2000  prices  also  depend  on  usage  volumes  for  the  entire  network  and  at  each  location. 
Higher  volumes  mean  lower  prices.  If  customers  were  to  leave  FTS2000,  it  could  have  an 
adverse  impact  on  those  remaining  at  a  location,  especially  small  users  due  to  the  loss  of  volume 
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discounts.  There  would  also  be  an  additional  charge  when  the  agency  who  left  the  network 
called  an  FTS2000  user  and  vice  versa.  These  long  distance  calls  would  be  off-net  calls  and, 
therefore,  would  be  more  expensive.  Aggregation  of  access  lines  benefits  FTS2000  users;  this 
now  can  be  accomplished  at  an  FTS2000  location  by  the  FTS2000  contractors  because  they  serve 
all  agencies. 

Finally,  if  mandatory  use  were  eliminated,  additional  procurement  costs  would  be  incurred  by 
those  agencies  leaving  FTS2000.  Procurements  take  time  and  are  resource-intensive  and 
contractor  procurement  costs  are  imbedded  in  most  competitive  bids.  Any  agency  leaving 
FTS2000  would  have  to  competitively  procure  their  service  and,  therefore,  incur  these  costs. 
Post-FTS2000  is  in  the  planning  stages  and  would  be  the  appropriate  time  to  look  at  other 
approaches  and  make  them  available  to  agencies  if  cost-effective. 

PERFORMANCE  REVIEW 

Question.  The  report  which  accompanies  the  FY  1994  House-passed  Appropriations  Bill 
includes  a  direction  that  agencies  conduct  a  review  of  performance  management.  Have  you 
conducted  a  review  of  the  management  of  GSA  to  highlight  performance  measures? 

Answer.  The  General  Senices  Administration  (GSA)  has  completed  such  an  evaluation  as  part 
of  its  overall  examination  of  the  Agency,  and  as  a  result  of  National  Performance  Review 
initiatives.  We  have  determined  that  our  current  measures  are  inadequate  to  effectively  judge  the 
complete  performance  of  the  agency.  Accordingly,  we  are  going  to  develop  new  standards, 
general!)  based  on  the  "best  in  class,"  and  judge  our  performance  in  the  future  against  these 
standards. 

Because  we  are  striving  to  do  better,  however,  does  not  mean  that  performance  or  workload 
criteria  have  been  entirely  lacking.  Since  at  least  the  mid-1980s,  the  agency's  major  programs 
have  used  performance  criteria  to  justify  budget  requests,  assess  operations,  and  highlight  areas 
requiring  attention  or  improvement.  Recognizing  the  importance  of  tying  measurement  to 
plarming.  the  agency  began  preparing  strategic  plans  in  1989.  Once  the  planning  process  was 
institutionalized,  performance  measurement  was  officially  added  as  part  of  the  agency 
performance  plan  in  1991. 

Measures  have  been  included  in  the  agency's  1992  and  1993  Annual  Reports  containing  audited 
financial  statements  for  the  respective  fiscal  years.  It  should  be  noted  that  both  financial 
statements  received  unqualified  opinions  fi-om  the  internationally-recognized  public  accounting 
firm,  .\rthur  Andersen  &  Co.  When  the  Chief  Financial  Officers  Act  of  1990,  Public  Law  101- 
576,  called  for  annual  audits  and  the  use  of  performance  measurement  in  agency  operations,  the 
agency  was  already  well  ahead  of  the  vast  majority  of  the  Federal  community. 

The  agency  has  been  accepted  as  a  pilot  agency  under  the  Government  Performance  and  Results 
Act  of  1993,  Public  Law  103-62. 
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Question.  What  are  some  of  the  specific  measures  you  have  included  in  the  1 995  budget  which 
reflect  this  review? 

Answer.  Following  is  a  list,  itemized  by  program  area,  of  specific  performance  measures  from 
the  U.S.  General  Services  Administration  fiscal  year  1995  budget: 

PUBLIC  BUILDINGS  SERVICE: 
Rental  of  Space: 

Office  space  utilization  rate 

Ratio  of  leased  to  Government-owned  space 

Repairs  &  Alterations: 

Total  workload  inventory 

Building  Operations: 

Unit  cost  per  sq.  ft.  for  cleaning,  utilities  and  fiiel,  maintenance,  other  building 

services  &  protection 

Energy  consumption  (BTUs)  of  leased  vs.  Government-owned  space 

FEDERAL  SUPPLY  SERVICE: 

Recovery  of  transportation  overcharges 

Costs  per  $  1 00  sales  for  the  stock  program  in  supply 

operations 

Stock  inventory  turnover,  ratio  of  dollar  value  of  stock  sales  to  dollar  value 

Dollar  value  of  inventory 

Overall  stock  markup  to  customers 

Fleet  operating  costs  per  mile 

Projected  schedules  program  business  volume  per  FTE 

Projected  business  volumes  for  the  IMP  AC  (credit  card)  program 

Business  volumes  for  the  utilization  &  donation  portions  of  the  Property  Management 

Program 

Sales  volumes  generated  by  the  Travel  Management  Centers 

Number  of  routes  projected  for  the  air/rail  city  pairs 

Cost  of  small  package  express  contract  costs  compared  to  commercial  service  costs 

Moving  costs  compared  to  commercial  rates 

INFORMATION  RESOURCES  MANAGEMENT  SERVICE: 
Procurement  Dollars  delegated  to  other  Federal  agencies 
IRMS  agency  reviews  completed 
Number  of  Board  of  Contract  Appeals  protests  analyzed 
Average  number  of  days  required  to  process  procurement  delegation  requests 
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Schedules  Program  sales  vs.  savings 

Reduction  of  backlog  of  orders  for  the  Schedules  Program 

Projected  business  volumes  for  (POTS)  contracts 

Number  of  lines  the  Local  Telecommunications  Services  program  provides 

Local  Telecommunications  Services  average  monthly  line  rate  vs.  commercial  line  rale 

Federal  Information  Systems  Support  Program  (FISSP)  volume  of  business 

Information  Security  Management  (ISM)  program  number  of  service  requests 

ISM  percent  of  responses  that  meet  goal  of  6  hours  to  restore  secure  communications 

Cost  of  local  telephone  service  compared  to  equivalent  commercial  rates 

Purchase  of  telecommunications  equipment  and  services  compared  to  commercial  open 

market 

OFFICE  OF  FTS2000: 

Percent  of  time  contractor  meets  scheduled  service  order  due  date 

Number  of  switched  voice  service  troubles  reported  per  100,000  calls 

Customer  satisfaction  with  handling  of  troubles  reported  to  the  vendor 

Reduction  of  Management  Support  costs 

Cost  per  minute  of  FTS2000  switched  voice  service  compared  to  the  commercial 

equivalent 

FEDERAL  PROPERTY  RESOURCES  SERVICE: 
Total  real  property  disposals  per  FTE 
Surveys  completed  vs.  goal 

EXECUTIVE  DIRECTION  AND  STAFF  OPERATIONS: 
General  Management  and  Administration: 

Board  of  Contract  Appeals:  Appeal  cases  received,  closed  &  pending 
Bid  protest  cases  received,  closed  &  pending 

Working  Capital  Fund: 

Number  of  Congressional  offices  supported 

Number  of  FOIA  requests  processed 

Number  of  SF  50  personnel  actions  processed 

Pre-  and  post-award  contract  reviews  for  regional  acquisition  management 

Procurement  management  reviews  completed 

Financial  management  discounts  earned 

Billings  and  invoices  processed 

Average  number  of  employees 

On-time  payments 

Interest  paid  per  million  disbursed 

Percentage  of  employees  paid  by  electronic  funds  transfer 

Percentage  of  vendor  payments  made  on  time  based  on  number  of  items 

Number  of  printed  units  per  workyear  &  sales  to  FTE  comparison 
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Inspector  General: 

Management  decisions  to  put  funds  to  better  use 

Management  decisions  to  recover  funds  negotiated  and  court  ordered  recoveries 

and  investigative  recoveries 

Criminal  indictments  and  convictions 

Contractor  suspensions  and  debarments 


Question.  In  conducting  this  review,  the  Committee  suggested  the  use  of  performance 
measurement  data,  especially  quality  and  customer  satisfaction  information.  What  data  have  you 
been  able  to  develop  to  measure  your  performance? 

Answer.  Although  the  agency  has  had  customer  satisfaction  measures  in  use,  we  must  do  more 
to  understand,  quantify,  and  integrate  our  customers'  perceptions  into  our  management 
improvement  efforts  and  fully  implement  Executive  Order  12862,  Setting  Customer  Service 
Standards. 

A  number  of  customer  satisfaction  measures  are  tracked  on  a  regular  basis  and  shown  in  GS  A's 
Annual  Report  including  the  percentage  of  space  requests  completed  within  the  schedule  agreed 
to  between  GSA  and  the  client  agency  and  measures  of  fill  rate,  backorders  and  other  statistics 
related  to  fulfilling  agency  orders  for  supplies.  Where  GSA  provides  services  on  a 
nonmandatory  basis',  most  notably  in  the  Federal  Supply  Service,  the  continued  high  business 
volumes  are  themselves  measures  of  customer  satisfaction,  since  agency  customers  are  not 
required  to  come  to  GSA. 

GSA  has  embarked  on  an  extensive  effort  to  systematically  measure  customer  satisfaction.  This 
will  include:   1)  Development  of  a  coordinated  and  consistent  method  to  survey  high-level  GSA 
clients  so  as  to  understand  their  requirement  and  their  level  of  satisfaction  with  GSA  services; 
2)  Specification  of  a  measurement  approach  that  permits  a  systematic  and  coordinated  means  of 
listening  and  responding  to  client  complaints  and  problems;  and  3)  Establishment  of  GSA-wide 
service  goals  based  on  client  surveys.  The  customer  survey  instrument  has  been  pilot  tested  with 
the  executives  of  the  Departments  of  Health  and  Human  Services  and  Treasury.  Results  are 
being  analyzed.  The  next  test  site  will  be  the  Department  of  Defense. 


Question.  Is  the  application  of  these  data  reflected  in  your  1995  budget  request? 

Answer.  Little  information  is  reflected  in  the  1995  budget  request.  Although  many  measures 
are  related  to  customer  satisfaction,  such  as  comparisons  to  private  sector  costs,  only  one  directly 
addresses  customer  satisfaction  as  a  specific  indicator:  Office  of  FTS2000,  Customer 
satisfaction  with  handling  of  troubles  reported  to  the  vendor. 
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As  a  result  of  current  efforts  to  develop  baseline  data  on  customer  satisfaction,  more  performance 
measures  will  be  developed  in  the  coming  year.  The  1996  submission  will  reflect  a  more  robust 
set  of  customer  satisfaction  measures. 


Question.  The  Committee  also  suggested  that  the  performance  measures  should  be  linked  to 
planning  and  agency  improvement  efforts.  How  have  you  used  these  measures  to  "benchmark" 
and  develop  strategic  plans  for  GSA? 

Answer.  The  U.S.  General  Services  Administration  has  incorporated  performance  measures  into 
its  agencywide  strategic  plans  on  an  ongoing  basis.  Specific  objectives  and  methodology  are 
described  in  individual  performance,  or  tactical,  plans  developed  by  each  program  area.  The 
Administrator  of  General  Services  meets  regularly  with  agency  top  management  to  ensure  that 
goals  are  being  met  and  any  necessary  adjustments  are  made  to  maintain  the  anticipated  level  of 
achievement. 

The  agency  is  in  the  process  of  reassessing  all  functions  and  activities  to  better  serve  our  Federal 
agency  customers  and  other  stakeholders.  This  has  temporarily  shifted  our  focus  away  from  our 
existing  strategic  plan  as  we  evaluate  options  for  the  future.  There  will  be  changes  as  the  review 
is  concluded.  We  look  forward  to  working  with  the  Committee  to  refine  our  plans  and  develop 
meaningful  performance  measures  that  will  help  us  better  guide  agency  programs. 

FLEXIPLACE  WORK  CEINfTERS 

Question.  In  the  fiscal  year  1994  appropriation,  the  Congress  provided  $1  million  in  addition  to 
the  $5  million  appropriated  in  1993,  to  open  four  flexiplace  work  telecommuting  centers.  What  is 
the  status  of  these  four  centers? 

Answer.  The  four  designated  center  sites  are  Shenandoah  Valley  (Winchester,  Virginia); 
Fredericksburg,  Virginia;  Hagerstown,  Maryland;  and  Southern  Maryland.  The  Winchester 
center  is  open  and  fully  operational  with  14  workstations  in  a  downtown  pedestrian  mall  setting. 
The  Fredericksburg  center  is  scheduled  to  open  in  mid  to  late  April,  1994.  Hagerstown  currently 
has  an  interim  center  with  five  workstations  that  is  open  and  operational  at  'he  Hagerstown 
Community  College.  TTiis  facility  will  expand  to  10  workstations  by  April  1994.  Another  facility 
is  scheduled  to  open  in  downtown  Hagerstown  in  July,  1994.  The  Southern  Maryland  center  is 
scheduled  to  open  in  March,  1 994. 

Question.  There  has  been  some  interest  in  opening  one  or  two  similar  centers  in  the  Los 
Angeles  area  to  assist  federal  agencies  in  accomplishing  their  missions  without  having  all  the 
employees  on  the  roads  destroyed  by  the  recent  earthquake.  What  are  you  doing  to  assist 
agencies  in  establishing  flexiplace  work  telecommuting  centers  in  California? 
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Answer.  The  GSA  has  initiated  the  following  actio.is  in  California: 

-Established  and  equipped  three  telecommuting  centers  and,  based  on  agency  need,  planned  for 
additional  centers; 

-Providing  tr2iining,  evaluation,  and  other  program  guidance  to  Federal  agencies  and  all  center 
participants; 

-Addressed  the  Los  Angeles  Federal  Executive  Board  to  inform  them  of  available  facilities  and 
assistance; 

-Surveyed  all  Los  Angeles  area  Federal  agencies  to  determine  their  post-earthquake  needs  and 
interests  regarding  facilities  and  telecommuting; 

-Initiated  meetings  with  managers  at  individual  agencies  to  answer  questions  and  encourage 
participation  in  the  telecommuting  program;  and 

-Top  management  at  GSA  is  contacting  top  management  at  headquarters  offices  of  other 
agencies  to  offer  assistance  and  information  and  encourage  participation. 

COURTHOUSE  CONSTRUCTION 

Question.  The  report  which  accompanied  the  House  passed  FY  1 994  appropriations  bill, 
included  language  requiring  GSA  to  develop  a  plan  for  working  with  the  Courts  and  OMB  to 
review  the  Courts  requirements.  What  is  the  status  of  that  plan?  Has  the  Administrative  Office 
of  the  Courts  cooperated  with  you  in  establishing  such  a  plan?  What  is  being  done  to  control  the 
appetite  of  the  Judicial  Branch  for  excessiveness? 

Answer.  GSA  has  been  actively  pursuing  a  course  of  action  to  work  more  effectively  to  review 
court  requirements. 

There  are  continuing  productive  high  level  discussions  between  GSA  and  AOC  management  to 
work  on  issues  of  concern.  The  recently  completed  Time  Out  and  Review  effort  that  contains 
savings  of  $1 .2  billion  included  the  review  of  52  court  projects  with  savings  of  $227  million. 
GSA  staff  has  participated  in  partnering  workshops  with  the  courts.  GSA  is  pursuing  a  policy  of 
partnering  with  the  courts  in  order  to  more  effectively  and  efficiently  carry  out  court  projects. 
GSA  and  the  courts  sponsored  the  independent  courts  building  program  panel.  A  joint  courts 
and  GSA  task  force  is  now  reviewing  the  recommendations  contained  in  the  December  1 993 
panel  report.  This  task  force  will  be  coming  up  with  agreed  upon  approaches  to  implementing 
the  panel's  recommendations. 

These  efforts  will  have  a  positive  effect  in  controlling  the  costs  of  court  projects. 
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Question.  In  your  statement,  you  say  that  the  Administrative  Office  of  the  Courts  has  been 
working  with  GSA  toward  paring  construction  costs  for  GSA. 

What  level  of  "paring"  has  taken  place  and  what  are  the  savings  associated  with  the  action? 

Answer.  GSA  and  the  courts  have  sponsored  an  independent  panel  to  examine  the  construction 
of  court  facilities.  A  joint  GSA-courts  task  force  is  now  reviewing  the  recommendations 
contained  in  the  panel's  December  1 993  report.  Within  the  near  future  we  expect  to  have  an 
agreement  on  the  implementation  of  the  panel's  recommendation. 

Like  all  of  GSA's  clients,  the  courts  have  cooperated  with  us  in  conducting  our  "Time  Out  and 
Review"  process.  We  have  identified  approximately  $227  million  in  aggregate  savings  in  all  of 
the  courts-related  new  construction  and  modernization  projects  subject  to  the  review.  Lessons 
learned  about  budgeting,  design  and  value  engineering  should  permit  GSA  to  reduce  the  average 
cost  per  square  foot  of  the  Courthouse  program.  An  initial  step  is  a  reduction  in  the  benchmarks 
for  each  building  type  by  5  percent  and  additional  value  engineering  targets  of  between  5  to  10 
percent. 


Question.  Do  GSA,  the  Administrative  Office  of  the  Courts,  and  OMB  have  an  agreement  on 
standards  for  Courthouse  construction?  If  yes,  what  are  they  and  if  not,  why  not? 

Answer.  GSA  and  the  Judiciary  have  a  basic  agreement  on  courthouse  construction  standards  in 
the  "Standard  Level  Features  and  Finishes  for  the  U.S.  Courts"  agreement  which  outlines  what  is 
included  in  the  funded  building.  The  agreement  includes  areas  such  as  heating,  ventilation,  air 
conditioning,  finishes,  and  other  construction  items. 

However,  GSA  is  not  responsible  for  the  functional  or  operational  requirements  of  the  building 
as  defined  by  the  courts.  In  light  of  budgetary  requirements,  the  Judiciary  has  recently  initiated 
another  review  of  the  courts'  spatial  needs  for  operations. 

OMB  does  not  normally  participate  in  development  of  building  standards,  however  OMB  will 
participate  in  any  review  that  may  result  in  budgetary  impacts. 


Question.  Has  GSA  requested  the  Courts  to  prioritize  courthouse  construction  projects?  If  so, 
what  is  the  response  to  that  request? 

Answer.  GSA  both  verbally  and  in  writing  has  asked  the  courts  to  prioritize  their  projects.  For 
example,  GSA  wrote  the  AOC  letters  on  August  31,  1992,  and  November  19,  1992,  requesting 
the  courts  prioritize  their  requirements.  In  his  response  to  these  letters,  Ralph  Mccham,  Director 
of  the  AOC,  did  not  provide  any  prioritization  of  requirements. 
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In  addition,  the  discussion  of  prioritization  of  court  projects  is  a  continual  topic  of  discussion 
between  GSA  and  the  courts.  The  report  of  the  Independent  Courts  Building  Program  Panel 
issued  in  December  1993  recommended  the  prioritization  of  courthouse  projects.  GSA  and  the 
AOC  have  formed  a  task  force  to  implement  the  recommendations  of  the  panel;  specifically 
included  is  a  review  of  a  long  range  plaiming  approach  which  would  serve  to  identify  facilities 
for  which  there  is  the  greatest  need. 


Question.  How  would  you  characterize  your  relationship  with  the  Courts? 

Answer.  We  believe  that  our  relationship  with  the  Courts  is  becoming  more  positive  and 
constructive.  We  are  currently  working  on  a  number  of  collaborative  efforts  to  streamline  our 
processes,  clarify  our  standards,  and  improve  our  communications.  The  scope  of  our  combined 
efforts  are  illustrated  by  the  success  of  the  Fall  1993,  GSA/ AOC  sponsored  "Partnering"  seminar 
which  brought  together  GSA  and  Judiciary  personnel  from  all  over  the  country  to  discuss  issues 
of  mutual  concern.  In  addition,  an  Independent  "Blue  Ribbon"  private  industry  study  panel 
appointed  by  GSA  and  the  AOC  studied  the  delivery  issues  and  processes  related  to  Court 
projects,  and  presented  for  implementation  or  additional  study  by  GSA  and  the  Courts.  Joint 
ongoing  efforts  are  now  underway  to  act  upon  the  suggestions,  recommendations  and  issues 
raised  in  the  Fall  seminar  and  presented  by  the  independent  "Blue  Ribbon"  panel. 

We  plan  to  make  such  collaborative  efforts  a  regular  part  of  our  business  relationship  in  order  to 
ensure  a  continual  improvement  in  the  delivery  of  space  and  facilities  to  the  Courts. 


Question.  Do  you  believe  that  the  Administration,  within  budget  constraints,  adequately 
complied  with  the  construction  requests  made  by  the  Administrative  Office  of  the  Courts? 

Answer.  Yes,  we  do  believe  the  Administration  is  adequately  meeting  the  Courts  space  requests 
within  budget  constraints.  The  fiscal  year  1 995  budget  requests  funding  for  courthouse  projects 
in  Tucson,  Santa  Ana,  Orlando,  Savannah,  Lafayette,  Kansas  City,  St.  Louis,  Cleveland,  Erie, 
Brownsville,  and  Laredo.  This  high  level  of  court  related  activity  is  a  continuation  of  the  heavy 
court  facilities  emphasis  that  has  existed  in  recent  GSA  budget  requests  and  appropriations.  For 
example,  fiscal  year  1994  appropriations  provided  fimding  for  court  projects  in  Montgomery, 
Little  Rock,  Phoenix,  Sacramento,  Santa  Ana,  Jacksonville,  Tampa,  Augusta,  Hammond,  Boston, 
Cape  Giradeau,  Kansas  City,  St.  Louis,  Omaha,  Newark,  Brooklyn,  Youngstown,  Portland, 
Scranton,  Laredo,  Wheeling,  and  San  Diego. 
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PROPOSED  CHANGES 

ACQUISITION  OF  EXISTING  FACILITIES 

IMPACT  OF  PROPOSAL  ON  LOCAL  TAX  BASE 

Question.  When  the  Government  leases  a  facility  from  a  commercial  owner,  the  owner  is 
required  to  pay  certain  Federal,  state,  and  possibly  local  taxes.  When  the  Government  owns  a 
building,  it  pays  no  taxes  on  it.  What  will  be  the  impact  on  the  local  tax  base  if  these  buildings 
are  converted  to  Government  ownership  and  removed  from  the  tax  rolls? 

Answer.  We  recognize  that  there  will  be  some  effect  on  the  local  community  vA\h  regard  to  the 
removal  of  certain  buildings  from  the  local  tax  rolls.  As  a  result,  GSA  will  evaluate  on  a  case  by 
case  basis  any  proposed  conversion  from  leased  to  Government  ownership  to  determine  the 
community  impact  of  this  type  of  conversion.  With  regard  to  this  type  of  conversion,  it  is  GSA's 
intent  to  analyze  key  factors  such  as  the  impact  of  a  reduction  to  the  local  tax  rolls  and 
community  impact  in  order  to  promote  the  best  solution  for  the  Federal  government  and  the 
affected  local  communities. 


Question.  The  candidate  list  included  in  your  budget  justification  material,  includes  10 
Washington,  DC  leases  which  could  be  converted  to  Government  owned  space.  What  would  be 
the  impact  on  Washington,  DC  tax  income  if  these  leases  were  converted  to  Government 
ownership  and  removed  from  the  District's  tax  base? 

Answer.  Again,  GSA  will  evaluate  on  a  case  by  case  basis  any  proposed  conversion  from  leased 
to  Government  ownership  to  determine  the  community  impact  of  this  type  of  conversion.  With 
regard  to  the  conversion  from  leased  space  to  an  ownership  position,  it  is  GSA's  intent  to  analyze 
key  factors  such  as  the  impact  of  a  reduction  to  the  local  tax  rolls  and  community  impact  in  order 
to  promote  the  best  solution  for  the  Federal  government  and  the  District  of  Columbia. 


Question.  FOR  THE  RECORD.  Please  provide  to  the  committee  an  estimate  of  the  Federal, 
state,  and  local  taxes  paid  by  the  current  lease  holder  for  each  of  the  candidate  leases  included  in 
the  FY  1 995  budget  request. 

Answer.  GSA  recognizes  that  there  may  be  some  amount  of  impact  on  the  local  communities 
which  have  lease  conversion  candidates  listed  in  the  1995  budget  request  as  a  result  of  the 
potential  removal  of  these  buildings  from  the  local  tax  rolls.  However,  GSA  will  take  into 
consideration  several  factors  including  the  potential  reduction  in  local  tax  rolls  before  deciding 
the  appropriate  course  of  action. 
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PROPOSED  CHANGES 
COMBINING  ALL  FEDERAL  PROPERTY  MANAGEMENT 

Question.  In  your  statement  you  mention  the  GSA  initiative  to  enhance  Federal  Real  Property 
Management.  Does  this  initiative  include  the  combining  of  dl  Federal  Property  Management 
into  one  account? 

Answer.  At  this  time,  it  is  too  early  to  tell  if  changes  will  be  required  or  desired  in  GSA's 
external  budget.  We  expect  that  our  research  and  reinvention  efforts  will  have  significantly 
progressed  by  July  of  this  year  in  order  to  develop  our  proposal  for  the  FY  1996  President's 
Budget. 


Question.  What  goals  are  you  hoping  to  accomplish  with  the  combining  of  the  Federal  Property 
Management? 

Answer.  At  the  present  time,  GSA's  real  property  activities  are  performed  in  two  separate 
Bureaus  or  Services.  The  Public  Buildings  Service  plans,  acquires,  constructs  and  operates 
general  purpose  space  for  Federal  agencies.  The  Federal  Property  Resources  Service  surveys  to 
identify  property  not  fully  utilized,  transfers  excess  property  from  one  Federal  agency  to  another, 
and  disposes  of  surplus  property  by  sale,  lease,  exchange  and  donation  for  public  purposes.  Both 
services  combine  both  regulatory  and  service  responsibilities  in  the  day-to-day  activities  of  their 
employees.  0MB  and  GAG  have  often  recommended  that  GSA  improve  its  focus  on  real 
property  policy  and  leadership.  Congressional  members  and  customer  agencies  have  clamored 
for  better  service  provision.  In  order  to  reconcile  these  issues,  we  are  considering  a  realignment 
of  our  real  property  activities  along  a  policy/regulatory  organization  and  a  service  organization. 
We  believe  such  an  alignment  may  enhance  our  performance  in  the  Govemmentwide  Policy 
area,  allow  some  synergy  in  the  service  area  by  combining  similar  professional  activities,  and 
remove  confiision  for  our  customers  and  employees. 


Question.  What  are  your  plans  for  combining  the  Federal  Property  Resources  Service  with  the 
Federal  Buildings  Fund  activities? 

Answer.  We  have  established  a  full-time  task  force  to  study  and  make  recommendations  on  this 
matter.  Their  work  is  not  yet  complete;  we  expect  to  consider  their  recommendation  in  the  April 
timeframe  and  can  give  you  more  details  at  that  time.  Initial  considerations  involve  the 
establishment  of  a  new  organization  which  will  combine  the  Govemmentwide  policy,  regulatory, 
information  management,  and  leadership  roles  of  both  PBS  and  FPRS.  This  organization  would 
work  in  collaboration  with  a  "Planning  Board"  made  of  public  and  private  sector  executives  who 
would  develop  and  recommend  principles,  policies,  and  practices  to  apply  to  the  management  of 
real  property  throughout  the  Federal  government.  The  support  service  activities  of  PBS  and 
FPRS  would  be  deployed  in  a  number  of  business  lines  similar  to  what  we  have  found  in  other 
innovative  governments  and  in  the  private  sector.  However,  the  details  are  still  in  development 
and  I  cannot  be  more  specific  at  this  time. 
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Question.  In  the  report  accompanying  the  House  passed  appropriations  bill,  the  Committee 
directed  GS  A  to  conduct  a  demonstration  study  on  the  management  of  Federal  government  real 
estate  in  the  New  England  region.  What  is  the  status  of  this  study? 


Answer.  1  he  statistical  information  has  been  collected  and  recently  made  available  to  the 
Committee. 

FULLY-REIMBURSABLE  FEDERAL  SUPPLY  SERVICE 

Question.  I  am  very  concerned  about  the  perception  that  Federal  agencies  are  paying  more  for 
supplies  and  services  purchased  from  the  Federal  Supply  Service  than  they  would  pay  private 
sector  companies.  How  do  you  respond  to  this  perception;  are  GSA's  prices  higher?  If  so,  what 
factors  contribute  to  this  disparity? 

Answer.  For  comparable  supplies  and  services,  Federal  Supply  Service  prices  are  lower  than 
commercial  sources.  To  ensure  our  prices  are  lower,  as  well  as  monitor  private  sector 
competition  for  our  major  business  lines,  the  Federal  Supply  Service  currently  conducts  maricet 
basket  price  comparison  surveys.  In  recent  studies,  stock  program  prices  for  general  operating 
supplies,  compared  to  discount  supply  catalog  retailers,  are  approximately  20  percent  lower,  on 
average.  For  office  supplies,  retail  prices,  with  telephone  ordering  and  quick  delivery,  are 
generally  20  percent  lower  than  discount  catalog  retailers.  GSA  prices  for  automobiles  and 
trucks  are  consistently  lower  than  dealer  invoice  prices. 

In  the  Federal  Supply  Schedules  program.  Federal  Supply  Service  contracting  officers  are 
required,  by  regulation,  to  seek  equivalent  or  better  prices  than  offered  to  any  customer.  Prices 
obtained  by  the  Travel  Management  Program  for  airline  tickets  average  50  percent  off  regular 
commercial  fares.  We  estimate  that  Federal  Supply  Service's  management  of  Federal  fleets 
shows  a  25  percent  overall  savings  versus  similar  services  from  the  private  sector. 

There  have  been  and  will  continue  to  be  occasions  when  a  private  sector  company  sells  a 
comparable  item  at  a  lower  price.  While  these  occasions  do  not  add  up  to  savings  overall,  human 
nature  tends  to  remember  the  special  case  and  not  to  consider  the  much  more  frequent,  routine 
occasions  when  the  Federal  Supply  Service  price  is  lower.  A  second  factor  is  that  customers 
often  do  not  use  comparable  items  for  price  comparisons.  Finally,  customers  usually  do  not 
consider  their  own  internal  costs  when  purchasing  from  the  open  market.  Purchasing  from  the 
Federal  Supply  Service  is  much  less  expensive  than  an  agency  buying  on  the  open  market 
because  most  of  the  procurement  work  has  already  been  done  for  them,  and  wc  provide  several 
easy  to  use,  automated  ordering  channels. 
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*  Fully-Reimbursable  Federal  Supply  Service  (cont.) 

Question.  There  remains  a  request  for  appropriated  funds  to  support  the  Federal  Supply  Service. 
What  would  be  the  effect  of  not  appropriating  funds? 

Answer.  As  a  result  of  last  year's  direction  from  the  Committee,  FSS  has  developed  preliminary 
plans  to  rcimbursably  fund  the  Schedules  Program  and  the  service  portions  of  our  travel  and 
transportation  activities  by  applying  user  fees  or  vendor  discounts.  Simultaneously,  these 
programs  would  be  made  non-mandatory  giving  customer  agencies  a  choice  between  FSS  and 
the  private  sector.  Although  the  Schedules  and  the  Travel  Management  Centers  in  the  travel  and 
transportation  activities  can  be  funded  reimbursably,  converting  the  fionding  would  require  a 
three-year  phased  approach  to  coincide  with  existing  contracts'  terms.  Additionally,  we  do  not 
have  the  resources  to  renegotiate  all  contracts  immediately. 

Reimbursably  funding  the  donation  fiinction  would  require  a  change  to  the  Federal  Property  and 
Administrative  Services  Act  of  1949  in  Section  203(j)(l),  which  requires  transfer  without  cost, 
except  for  the  costs  of  care  and  handling.  Converting  the  utilization  function  to  reimbursable 
fiinding  conflicts  with  making  reimbursable  programs  non-mandatory.  The  program  should 
remain  mandatory,  since  agencies  would  be  placed  in  a  conflict  of  interest  posture  with  respect  to 
the  excess  sales  program.  Additionally,  it  is  anticipated  that  applying  a  fee,  no  matter  how 
nominal,  to  any  transfer  would  be  extremely  unpopular  with  both  the  receiving  Federal  agencies 
and  State  surplus  property  agencies. 

If  appropriated  funding  is  not  available  for  the  utilization/donation  functions  and  our  policy  and 
regulatory  functions  in  travel,  transportation,  aircraft  management,  and  mail  management 
(functions  which  are  not  service  or  product  related),  FSS,  with  appropriate  communication, 
would  have  to  undertake  a  major  review  to  determine  whether  to  continue  these  functions  and  at 
what  level  and  what  method  we  could  apply  to  fund  them. 


Question.  Why  must  the  Federal  Supply  Service  receive  any  appropriated  funds,  why  can  it  not 
be  a  fiilly-reimbursable  activity? 

Answer.  FSS  could  reimbursably  fund  all  of  its  current  appropriated  activities,  however,  as 
indicated  above  in  the  answer  to  the  second  question,  there  are  those  activities  such  as  program 
oversight  and  policy  that  are  not  appropriate  for  reimbursable  funding.  As  with  reimbursable 
supply  operations  and  fleet  management  activities,  we  do  not  cross-subsidize  any  programs  so 
that  we  are  able  to  maintain  cost  and  pricing  integrity. 


Question.  Does  legislation  require  a  level  of  ^propriated  fiinds  or  prohibit  the  implementation 
of  a  fully-reimbursable  Federal  Supply  Service? 

Answer.  The  report  language  for  Industrial  Funding  which  was  authorized  on  December  22, 
1987,  specified  that  only  supply  operations  sictivities  (stock,  customer  supply  centers,  stock 
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Fully-Reimbursable  Federal  Supply  Service  (cont.) 

direct  delivery,  and  special  orders)  would  be  covered  by  the  legislation.  Specifically  omitted 
were  the  FSS  Schedules  program,  personal  property  program,  and  the  travel  and  transfwrtation 
management  programs.  As  a  result,  appropriations  have  been  provided  to  fund  those  programs. 
However,  we  believe  the  actual  statutory  language  that  provides  industrial  funding  authority  is 
broad  enough  to  include  the  current  appropriated  activities,  with  the  approval  of  the  Committee 
although  some  portions,  as  previously  discussed,  would  require  subsidization  by  other  programs. 


Question.  Last  year  Congress  addressed  the  issue  of  reimbursement  for  transportation  audits 
which  GSA  conducts  as  a  service  to  other  agencies.  What  is  the  status  of  this  reimbursement 
proposal? 

Answer.  The  Treasury,  Postal  Service,  and  General  Government  Appropriations  Act,  1994,  Pub. 
Law  103-123,  section  620A,  provides  for  all  GSA  transportation  audit  and  audit-related  exf>enses 
to  be  funded  from  collection  of  overpayments  by  carriers.  Previously,  Pub.  Law  99-627 
provided  that  only  payments  to  GSA  post  payment  audit  contractors  and  contract  administration 
costs  could  be  funded  through  these  collections,  under  a  40  percent  limitation. 

Beginning  in  FY  1994,  the  Office  of  Transportation  Audits  will  now  fund  all  costs  from  the 
receipts  collected.  Program  costs  such  as  program  direction,  claims  adjudication,  regulatory, 
prepayment  audit,  personnel  costs,  facilities,  travel  and  transportation,  collections  from  bankrupt 
carriers,  and  the  tender  and  tariff  library  will  be  funded  from  receipts  collected. 

GSA  will  continue  to  provide  annually  a  report  of  receipts,  disbursements,  and  transfers  to 
miscellaneous  receipts  to  the  Department  of  the  Treasury,  as  provided  by  section  620A. 

GSA  has  developed  proposed  legislation  which  would  1)  require  all  agencies  to  verify 
transportation  charges  through  prepayment  audit  or  other  means  prior  to  payment,  and  2) 
discontinue  post  payment  audit  of  transportation  bills  except  for  those  performed  as  a  result  of 
disputes,  claims,  erroneous  payments,  and  quality  control  type  sampling  jjerformed  by  GSA. 

As  agencies  begin  to  verify  transportation  charges  through  the  use  of  a  GSA  prepayment  audit 
contractor,  their  in-house  auditors,  or  through  other  means,  overcharges  identified  by  post 
payment  contract  auditors  should  decline. 

Funding  of  the  program  through  receipts  should  not  have  a  severe  impact  on  program  operations. 
As  receipts  decline,  a  proportionate  reduction  in  staffing  through  attrition,  early-outs,  and 
reduced  space  and  ADP  costs  should  offset  funds  required  for  program  operation. 


Question.  1  know  you  have  explained  these  programs  to  us  in  the  past,  but  we  have  a  few  new 
members  here,  so  I  would  ask  that  you  again  explain  the  difference  between  the  FSS  Stock 
program  and  the  Federal  Supply  Schedules  Program.  Are  each  of  these  reimbursable  programs? 


68 

QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  THE  COMMITTEE 
Fully-Reimbursable  Federal  Supply  Service  (cont.) 


Answer.  FSS  Stock  Proeram.  Federal  Supply  Service  (FSS)  stocks  a  wide  range  of  items  in  a 
nationwide  network  of  Distribution  Centers.  These  items  are  listed  in  the  GSA  Supply  Catalog. 
Customers  may  obtain  items  from  stock  by  submitting  standardized  requisitions  or,  for  faster  and 
easier  ordering,  by  direct  electronic  entry  of  requisitions  into  FSS.  Requisitions  for  large 
quantities  of  any  stocked  item  and  for  any  quantity  of  some  bulky  stocked  items  can  be  filled  by 
direct  shipment  from  the  vendor  to  the  customer.  The  prices  of  stock  items  are  set  to  recover  the 
cost  of  goods  as  well  as  all  FSS  costs  incurred  in  supplying  those  items  to  the  customer.  The 
prices  of  stock  items  that  are  shipped  directly  to  the  customer  from  the  vendor  are  discounted  to 
reflect  the  fact  that  associated  distribution  costs  have  not  been  incurred  by  FSS.  The  FSS  Stock 
Program  is  a  fiilly  reimbursable  program. 

Federal  Supply  Schedules  Program.  Under  the  Federal  Supply  Schedules  Program,  FSS  enters 
into  requirements  contracts  with  conmiercial  firms  to  provide  supplies  and  services  at  stated 
prices  for  a  given  period  of  time.  Agencies  place  orders  directly  with  the  schedule  contractor  and 
deliveries  are  made  directly  to  the  customer.  Schedules  are  listed  in  the  Federal  Supply  Schedule 
Program  Guide,  which  also  includes  detailed  instructions  for  ordering  and  documenting 
purchases.  The  price  of  schedule  items  reflects  the  cost  of  goods  from  the  contractor.  Payment 
is  made  to  the  contractor  by  the  customer.  The  schedules  program  is  fimded  through 
appropriation;  it  is  not  a  reimbursable  program. 

INTERNATIONAL  CULTURE  AND  TRADE  CENTER  BUILDING 

Question.  As  you  know,  there  has  been  considerable  debate  over  the  construction  of  the  ICTC 
building  in  Washington,  D.C.  Is  this  a  lease-purchase  construction  project? 

Answer.  Yes.  Funding  is  provided  through  the  Federal  Financing  Bank. 


Question.  What  is  the  estimated  total  cost  of  this  facility  (site,  design,  and  construction);  how 
much  has  been  spent  to  date? 

Answer.  The  total  estimated  cost  is  $656  million.  Approximately  $400  million  in  contract  value 
has  been  awarded  to  date. 


Question.  How  does  this  cost  compare  to  other  Federal  building  construction? 

Answer.  The  cost  of  the  building  is  not  readily  comparable  to  other  Federal  building 
construction  due  to  the  unique  requirements  of  the  building.  Requirements  include  the 
following: 
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The  building  must  be  compatible  with  the  design  and  materials  of  existing  Federal 
Triangle  Buildings  completed  in  the  1930's. 

The  foundation  systems  are  complex  in  order  to  accommodate  the  high  water  table  and  to 
protect  the  existing  adjacent  historic  structxires. 

The  interior  spaces  are  designed  to  accommodate  a  greater  public  presence  than  other 
Federal  buildings  due  to  location  on  the  nation's  main  street  (Pennsylvania  Avenue)  and 
to  accommodate  a  trade  center. 


Question.  What  is  the  size  of  this  building  and  what  is  the  cost  per  square  foot;  how  does  this 
compare  to  other  lease-purchase  buildings  (e.g.  National  Archives)? 

Answer.  The  building  area  is  approximately  3.1  million  gross  square  feet  including  2200 
parking  spaces.  The  cost  per  square  foot  of  the  building  is  approximately  $212  per  gross  square 
foot.  As  indicated  above,  this  building  is  not  readily  comparable  to  other  lease-purchase 
buildings. 


Question.  Which  agencies  and  organizations  will  be  tenants  of  the  ICTC  Building? 

Answer.  As  indicated  in  the  housing  plan  submitted  to  the  House  Committee  on  Public  Works 
and  Transportation,  the  tenants  for  the  federal  office  portion  of  the  Federal  Triangle  Building  will 
be  the  Agency  for  International  Development,  the  U.S.  Customs  Service,  and  the  Environmental 
Protection  Agency. 


Question.  Will  rent  rates  reflect  the  uniqueness  of  the  facility? 

Answer.  Rent  rates  for  federal  tenants  will,  in  conformance  with  established  GSA  policy,  be 
based  upon  an  appraisal  of  the  building  in  comparison  with  other  buildings  in  the  market  area. 
Unique  features  of  the  building,  such  as  location,  proximity  to  transportation,  etc.,  will  influence 
the  developed  rate. 


Question.  How  will  rent  rates  be  developed  for  non-federal  government  agencies  and  how  will 
these  rates  be  collected? 

Answer.  Rent  rates  for  non-federal  tenants  will  be  based  on  comparable  space  in  the  market. 
Rents  for  this  space  will  be  paid  to  GSA. 
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PROPOSED  CHANGES 
ACQUISITION  OF  EXISTING  FACILITIES 

Question.  As  we  discussed  with  the  Administrator,  a  major  change  proposed  in  the  FY  1 995 
budget  is  the  establishment  of  a  new  account  to  finance  the  acquisition  and  construction  of  new 
Federal  buildings.  The  most  controversial  aspect  of  this  proposal  is  the  almost  $1  billion  request 
to  convert  operating  leases  to  government  owned  facilities.  By  what  process  will  Public 
Buildings  Service  identify  sites  for  acquisition? 

Answer.  The  sites  (facilities)  for  acquisition  will  be  identified  by  market  surveys  carried  out  in 
the  communities.  Requests  for  Expressions  of  Interest  will  be  used  as  the  basic  tool  to  identify 
these  sites.  This  preliminary  information  will  be  used  to  establish  asset  management  and  cost 
savings  goals.  Timing  of  proposed  purchases  will  be  based  on  estimated  costs  for  the  possible 
purchase  of  the  facilities. 


Question.  Will  this  process  follow  established  procurement  procedures  such  as  Requests  for 
Proposal  (RFP)  announcements  in  the  Federal  Register  and  open  competition?  What  is  your 
response  to  concerns  that  competition  for  these  proposals  will  be  biased  toward  the  current  leased 
facilities  and  that  the  lease  holders  of  those  buildings  will  receive  preferential  treatment? 

Answer.  Yes.  The  process  will  follow  the  established  procurement  procedures.  The  lease 
conversion  process  will  adhere  to  the  competitive  guidelines  that  all  space  procurement  actions 
now  follow.  The  full  and  open  procurement  process  will  be  followed.  As  such  the  current  lessor 
will  have  no  greater  competitive  advantage  than  presently  exists  were  a  procurement  for  a 
replacement  lease  to  be  effected.  Further,  it  should  not  be  presumed  that  the  current  lessor  would 
be  amenable  to  the  sale  of  the  facility  to  the  Government. 


Question.  What  do  you  anticipate  will  be  the  timing  of  this  process  from  the  time  an  RFP  is 
released  to  the  time  of  contract  award? 

Answer.  It  is  anticipated  that  the  procurement  process  will  take  6  -  9  months,  depending  on  the 
type  of  procurement. 


Question.  How  long  do  you  anticipate  it  will  take  you  to  convert  the  1 995  list  of  lease 
conversions? 

Answer.  These  conversions  will  proceed  over  a  period  of  time  that  will  be  defined  by  the 
expiration  dates  of  the  leases  that  are  to  be  converted.  The  acquisition  program  can  be  tailored  to 
proceed  within  outlay  constraints  that  may  be  imposed.  It  is  anticipated  that  if  sufficient  funds 
are  not  available  in  a  given  year,  purchase  options  will  be  obtained  for  a  future  year  in  order  to 
effect  the  proposed  lease  conversion.  This  is  proposed  as  an  ongoing  program. 
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Acquisition  of  Existing  Facilities  (cont.) 


Question.  Will  your  analysis  include  costs  associated  with  bringing  commercial  facilities  up  to 
government  safety  standards?  Are  the  costs  of  the  possible  renovations  included  in  the  FY  1995 
request  of  $999  million? 

Answer.  It  is  likely  that  most  existing  facilities  available  in  the  real  estate  market  will  require 
some  level  of  renovation.  For  evaluation  purposes,  the  renovation  costs  will  be  treated  as  part  of 
the  purchase  price.  The  costs  of  the  possible  renovations  are  included  in  the  FY  1995  request  of 
$999  million. 

STATUS  OF  TIME  OUT  AND  REVIEW  ACTIONS 

Question.  During  your  Time  Out  and  Review  process,  GSA  has  identified  savings  which  you 
hope  to  achieve  during  the  construction  of  these  facilities.  What  is  the  basis  for  the  majority  of 
these  savings,  scope  changes  or  inflation  rate  changes? 

Answer.  Although  scope  changes  are  responsible  for  a  significant  portion  of  the  savings 
identified  through  the  "Time  Out  and  Review"  process,  the  majority  of  savings  are  anticipated  to 
be  achieved  through  the  aggressive  implementation  of  value  engineering  procedures  during 
project  design  and/or  construction.  Also  more  significant  than  scope  changes  are  savings 
attributable  to  revisions  in  construction  budget  estimates,  resulting  from  lower  estimated  unit 
costs  of  construction  and/or  increased  building  efficiency.  Savings  attributable  to  lower  rates  of 
inflation  would  be  a  component  of  the  revised  construction  budget  estimates. 


Question.  Does  PBS  plan  to  keep  these  savings  in  the  Federal  Buildings  Fund  or  do  you  plan  to 
have  0MB  submit  these  savings  for  rescission? 

Answer.  Many  of  these  savings  are  projected  and  the  construction  contracts  are  yet  to  be 
awarded.  While  we  expect  to  be  able  to  accomplish  these  savings,  we  will  hold  on  to  the  funds 
until  the  projects  are  completed.  When  projects  require  additional  funds  we  will  ask  for 
Committee  approval  to  transfer  funds  from  savings,  as  we  have  routinely  done. 

Question.  Have  you  given  consideration  to  the  impact  of  cost  overruns  or  other  unforeseen 
actions  causing  the  need  for  additional  funds  for  these  listed  projects? 

Answer.  It  is  GSA's  intention  to  realize  the  project  savings  that  have  been  identified  through 
"Time  Out  and  Review".  However,  we  recognize  that  circumstances  encountered  during  project 
execution  may  reduce  anticipated  savings  or  even,  in  some  instances,  result  in  cost  overruns. 
The  Congress  has  authorized  and  appropriated  funds  for  the  purpose  of  delivering  projects  to 
meet  identified  Federal  requirements.  Therefore,  we  will  ensure  that  timely  project  delivery 
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Status  of  Time  Out  and  Review  Actions  (cont.) 

remains  the  primary  focus  of  our  program  and  retain  sufficient  savings  to  meet  unanticipated 
increases  in  project  costs. 


Question.  If  these  things  should  happen  and  the  savings  have  been  rescinded,  how  would  you 
meet  these  requirements? 

Answer.  Any  cost  overruns  or  other  unforeseen  actions  causing  a  need  for  additions  in  projects 
where  savings  may  have  been  rescinded  would  be  met  by  escalating  the  project  using  savings 
from  another  substantially  complete  project  or  through  a  reprogramming  request  to  the  Congress. 
In  either  case,  GSA  is  required  to  identify  the  source  of  fiinding. 


PERFORMANCE  MEASUREMENT 

Question.  In  reviewing  your  budget  justification  material,  I  became  concerned  that  the  items 
included  for  your  workload  and  performance  measurement  tables  were  not  explanatory  and 
reflected  more  what  PBS  does  than  how  it  measures  its  performance.  What  are  you  doing  to 
develop  more  performance  oriented  measurement  tools? 

Answer.  In  order  to  measure  results,  appropriate  standards  must  be  set.  These  standards  should 
be  those  that  can  be  identified  as  "best  in  class"  for  any  particular  activity.  We  are  surveying  the 
standards  that  public  and  private  organizations  use  and  plan  to  use  them  in  developing  standards 
we  want  our  program  to  be  measured  against. 


Question.  When  will  we  see  these  new  performance  measurement  tools  reflected  in  the  budget 
request? 

Answer.  These  measures  will  be  reflected  in  the  fiscal  year  1 996  budget  request. 


Question.  What  data  do  you  currently  collect  to  determine  your  ability  to  provide  quality 
services  to  your  customers  in  an  efficient  manner? 

Answer.  At  this  time,  numerous  indicators  are  monitored  to  ensure  that  this  goal  is  met. 
Customer  satisfaction  surveys  are  administered  annually  to  both  end  users  (using  the 
International  Facilities  Management  Associated  survey)  and  to  PBS'  administrative  client 
contacts.  In  addition,  transactional  surveys  are  used  to  measure  client  satisfaction  at  the  delivery 
point  of  many  PBS  processes,  including  new  space  assignments,  and  alterations. 

Efficiency  and  effectiveness  of  our  ability  to  deliver  quality  services  are  measured  at  various 
levels  of  the  organization,  and  range  from  tracking  timeliness  of  the  space  delivery  process. 
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Performance  Measurement  (cont.) 

building  outages  and  system  failures,  to  the  percentage  of  alteration  projects  completed  on 
schedule.  This  data  is  gathered  at  the  service  delivery  level  and  is  monitored  at  a  regional  level 
through  comparisons  to  performance  on  customer  satisfaction  surveys. 


Question.  In  the  report  which  accompanied  the  House  passed  version  of  the  1994  appropriations 
bill,  the  Committee  suggested  that  performance  measures  should  be  linked  to  planning  and 
agency  improvement  efforts.  How  have  you  used  these  measures  to  "benchmark"  and  develop 
strategic  plans  for  PBS? 

Answer.  Once  again,  we  are  studying  private  and  public  sector  counterparts  to  determine  how 
they  monitor  success.  We  intend  to  leam  from  them  and  develop  standards  generally 
acknowledged  to  be  the  "best  in  class."  While  we  have  not  completed  our  study;  we  do  expect 
the  benchmarks  to  address  time,  cost,  quality,  etc.  We  are  also  using  customer  surveys  to 
establish  some  benchmarks. 

REMOVAL  OF  DEPARTMENT  OF  AGRICULTURE  HEADQUARTERS  FROM  THE 

FBF 

Question.  A  change  reflected  in  the  FY  1995  Budget  is  to  the  building  delegation  program, 
moving  fiinding  responsibility  out  of  GSA  and  to  the  agencies.  This  action  was  proposed  by  this 
Committee  as  a  means  of  increasing  the  efficiency  of  this  program.  Please  explsiin  how  the 
delegation  program  will  work  under  the  1995  proposal  and  how  that  differs  from  the  current 
program.  Do  you  believe  that  this  will  increase  the  efficiency  of  the  delegation  program? 

Answer.  Based  on  the  Committee  report,  our  budget  request  deletes  funding  for  delegated 
buildings  fix)m  the  FY  1995  budget  for  the  Federal  Buildings  Fund  (FBF).  Agencies  will  pay 
Rent  to  GSA  reduced  by  the  amount  of  the  delegated  ftinds  removed  from  the  FBF.  Tlie  ftinds 
retained  by  the  agencies  will  be  used  to  operate  and  maintain  the  delegated  buildings. 
Obligations  for  operations  will  be  recorded  against  the  Rent  account  in  each  agency's 
appropriation. 

Under  the  current  procedure,  agencies  pay  full  Rent  to  GSA  for  delegated  buildings,  and  GSA 
transfers  operating  funds  to  allocation  accounts  established  for  each  agency.  Agencies  record 
obligations  against  the  allocation  accounts,  and  report  to  GSA  at  the  end  of  the  year.  GSA 
records  and  reports  these  obligations  under  the  FBF. 

We  have  included  a  proposed  general  provision  in  Title  VI  of  the  FY  1995  appropriations,  to 
authorize  delegated  agencies  to  use  these  funds  for  operation,  maintenance,  and  repair  of 
delegated  buildings. 

Under  this  new  procedure,  delegatees  will  be  using  agency  appropriated  fiinds  and,  therefore, 
will  not  be  required  to  report  obligations  to  GSA.  Since  GSA  will  not  have  to  wail  for 
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Removal  of  Department  of  Agriculture  Headquarters  from  the  FBF  (cont.) 

obligational  reports  from  delegated  agencies,  FBF  year-end  obligations  will  be  provided  in  a 
timely  manner. 


Question.  Another  aspect  of  this  delegation  program  has  been  the  removal  of  the  Department  of 
Agriculture  Headquarters  Building  from  the  Federal  Buildings  Fund.  This  is  troublesome 
because  it  violates  at  least  the  intent  of  the  Public  Buildings  Act  which  states  that  GSA  shall  be 
the  Government  building  manager.  Please  explain  this  action  and  the  effect  it  will  have  on  the 
Federal  Buildings  Fund. 

Answer.  Since  revenue  and  costs  associated  with  USDA  headquarters  have  been  removed  from 
the  Fund,  this  action  will  have  no  impact  on  GSA's  new  obligational  authority  or  outlays.  If  the 
Headquarters  facility  remained  in  the  GSA  inventory,  the  Rent  bill  in  FY  1995  would  be  $46.9 
million.  A  reduction  of  $15.5  million  would  be  authorized  to  cover  the  cost  of  operation  and 
maintenance  of  this  facility.  The  transfer  will,  therefore,  result  in  a  net  loss  to  the  Federal 
Buildings  Fund  of  $31.4  million  in  FY  1995.  However,  GSA  will  no  longer  be  responsible  for 
modernization  of  that  facility. 


Question.  Is  it  your  plan  to  not  charge  Agriculture  the  fair  market  value  of  the  building  although 
it  is  an  asset  of  the  Federal  Buildings  Fund?  What  is  the  fjiir  market  value  of  this  building? 

Answer.  We  would  have  charged  $46.9  million  in  Rent  which  should  represent  market  based 
rates.  We  have  not  determined  the  fair  market  value  of  the  facility. 


Question.  Does  this  proposal  set  a  precedent  and  are  you  anticipating  removing  other  assets 
from  the  Federal  Buildings  Fund? 

Answer.  The  proposal  does  not  set  a  precedent.  We  do  not  anticipate  removing  any  assets  from 
the  Federal  Buildings  Fund.  We  do  expect  to  gain  fiirther  information  on  the  ability  of  agencies 
to  run  their  own  facilities  in  terms  of  operations,  and  repairs  and  alterations. 


Question.  Does  this  action  violate  the  Public  Buildings  Act  as  amended? 
Answer.  No. 
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MAJOR  REPAIR  AND  ALTERATION  PROJECTS 

Question.  In  general,  there  has  been  a  concern  that  GSA  has  not  provided  adequate  funds  and 
focus  in  the  Repair  and  Alteration  program  so  that  some  Government  buildings  are  now  in  need 
of  major  repair  projects.  What  are  you  doing  to  meet  the  apparently  growing  list  of  Repair  and 
Alteration  needs? 

Answer.  Prior  to  the  late  1980's  there  had  been  limited  resources  available  to  reinvest  in  and 
modernize  the  aging  inventory  of  Government  buildings.  Repairs  to  ensure  the  continuity  of 
building  operations  and  to  prevent  damage  were  accomplished.  However,  overall  building 
reinvestments  to  upgrade  interior  finishes  and  spaces,  to  replace  mechanical  and  electrical 
equipment,  and  to  install  appropriate  safety  systems  were  not  accomplished.  A  building's  useful 
life  is  extended  to  that  of  a  new  building  through  a  modernization  reinvestment.  These  tyf>e 
projects  were  not  being  identified  and  funded  due  to  resource  limitations. 

GSA  recognized  the  need  to  reinvest  in  its  building  inventory  if  it  was  to  provide  the  appropriate 
space  and  support  services  to  meet  tenant  agency  mission  requirements.  Most  Federal  buildings 
are  retained  for  long  term  utilization;  therefore,  on  a  recurring  cycle  they  must  be  modernized  to 
continue  to  provide  efficient  and  cost  effective  space  and  operations.  GSA  has  committed  to  a 
reinvestment  program  and  has  devoted  additional  funds  to  this  effort  since  the  late  1980's.  The 
program  funding  has  increased  from  $225  million  in  1986  to  $524  million  in  1994.  The  pending 
1995  budget  request  seeks  an  increase  up  to  $710  million  for  the  construction  portion  of  the 
program.  This  level  of  investment  will  increase  as  additional  overall  building  modernization's  of 
our  large  buildings  are  planned. 


Question.  What  is  the  estimated  value  of  your  backlog  of  repair  projects? 

Answer.  GSA  defines  repairs  as  actions  to  correct  malfunctions  and  to  restore  systems  and 
finishes  to  an  operational  status.  They  do  not  include  improvements  or  enhancements.  Our 
policy  is  that  repairs  must  be  completed  and  not  deferred  because  they  protect  the  building  from 
further  deterioration  and  damage  and  are  not  to  be  delayed.  Therefore,  we  do  not  ha\e  a  backlog 
of  repairs,  but  there  is  a  significant  resource  requirement  for  reinvestments  and  overall 
modernization  projects.  We  have  developed  a  preliminary  estimate  to  modernize  our  inventory 
based  on  the  cost  to  replace  the  amounts  and  types  of  space  and  then  establishing  an  acceptable 
level  for  reinvesting  in  each  property.  This  modernization  estimate,  calculated  in  1996  dollars,  is 
$14.5  billion  over  a  20-year  period.  In  addition,  on-going  repairs  over  this  same  period  is  $9.6 
billion. 


Question.  The  budget  includes  $1 72  million  for  "special  programs."  What  is  your  plan  for  the 
expenditure  of  these  funds? 

Answer.  Special  programs  are  those  which  have  been  developed  in  response  to  public  laws  and 
regulations  promulgated  to  address  specified  goals  and  objectives.  These  programs  include 
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Major  Repair  and  Alteration  Projects  (cont.) 

handicapped  accessibility,  historic  preservation,  energy  conservation,  environmental  protection, 
and  seismic  strengthening. 

The  1995  budget  request  includes  work  in  all  of  these  programs.  The  largest  component  of  this 
request  is  $100  million  for  the  replacement  and  retrofit  of  air-conditioning  chillers  which  use 
chlorofluorocarbon  refrigerants  so  that  they  can  use  materials  which  are  not  harmful  to  the 
environment  and  in  particular  the  ozone  layer. 

The  second  largest  portion  of  the  request  is  for  $44  million  to  retrofit  existing  and  install  new 
energy  conserving  equipment  materials  and  equipment  so  that  we  can  achieve  the  energy 
consumption  reduction  goals  established  for  1995  and  2000.  We  are  required  to  reduce  our 
energy  consumption  by  10  percent  from  our  1985  levels  by  the  year  1995  and  then  an  additional 
10  percent  by  the  year  2000. 

The  remaining  portions  of  the  requests  are  to  provide  handicapped  accessibility  improvements 
such  as  entrance  ramps,  doors,  and  restrooms;  restore  and  preserve  historic  items  in  our 
buildings,  and  to  improve  the  buildings'  structural  resistance  to  the  seismic  forces  from 
earthquakes. 


Question.  What  is  the  budget  request  for  energy  enhancements  and  what  portion  of  this  request 
is  for  the  phosphoric  acid  fuel  cell  project? 

Answer.  The  budget  request  for  energy  conserving  projects  is  $44  million  to  retrofit  existing 
and  install  new  equipment  and  materials  to  reduce  the  amount  of  energy  consumed.  This  request 
includes  no  specific  funds  for  the  phosphoric  acid  fuel  cell  project. 

DAMAGE  DONE  BY  RECENT  EARTHQUAKE 

Question.  What  is  the  level  of  damage  that  was  done  to  Federal  buildings  during  the  recent 
California  earthquake? 

Answer.  The  properties  under  control  of  the  General  Services  Administration  sustained  varying 
levels  of  damage  from  the  recent  earthquake.  On  an  overall  basis,  GSA's  buildings  reacted  very 
well  to  the  seismic  forces.  Buildings  were  back  in  operation  within  a  short  period  of  time, 
typically  a  few  days  at  the  most.  The  damage  was  to  ceiling  tiles,  lights,  roofing,  windows, 
doors,  air-conditioning  and  electrical  equipment. 

Our  costs  for  cleanup  activities,  repairs  and  alterations  to  correct  damaged  interior  finishes  and 
operating  equipment,  and  to  conduct  engineering  safety  inspections  and  prepare  repair 
specifications  are  approximately  $5.2  million.  The  costs  are  $600,000  for  cleanup,  $4,200,000 
for  the  repairs  and  alterations,  and  $400,000  for  engineering  services. 
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Question.  Has  the  earthquake  caused  you  to  reflect  on  the  seismic  upgrades  necessary  for 
buildings  in  earthquake-prone  areas? 

Answer.  After  any  seismic  event  or  other  natural  event  such  as  floods  and  hurricanes,  we 
evaluate  any  damage  sustained  in  relation  to  our  technical  guidance  and  engineering  criteria.  We 
have  an  active  seismic  program  which  is  applied  to  any  new  buildings  which  we  construct  or 
acquire  and  to  retrofitting  existing  buildings  to  increase  their  ability  to  withstand  the  forces 
generated  by  earthquakes.  Buildings  which  do  not  meet  current  structural  requirements  are 
evaluated  on  their  potential  risks  and  appropriate  repairs  and  alterations  are  scheduled  and 
accomplished  to  correct  the  deficiencies  identified. 

Our  program  includes  completing  engineering  studies  of  buildings  for  seismic  resistance  and 
funding  projects  to  complete  necessary  improvements.  Seismic  alterations  are  accomplished  as 
either  a  part  of  a  building-wide  modernization  as  a  long  term  reinvestment  strategy  or  as  stand 
alone  work  to  address  specific  items  requiring  strengthening. 


Question.  What  would  be  the  cost  of  adequately  upgrading  the  buildings  to  lessen  the  damage 
done  by  earthquakes? 

Answer.  An  estimate  to  upgrade  buildings  for  seismic  resistance  to  lessen  earthquake  damage 
has  not  l)een  prepared  for  the  entire  GSA  inventory.  The  level  of  investment  for  these 
improvements  would  vary  by  building  type,  age,  and  method  of  construction  as  well  as  the 
seismic  zone  in  which  each  one  is  located.  The  Repair  and  Alteration  program  evaluates  the  total 
reinvestment  need  in  each  building.  Engineering  inspections  are  used  to  identify  improvements 
for  seismic  and  other  infrastructure  needs  so  that  the  buildings  which  are  retained  for  long  term 
utilization  are  upgraded  to  protect  the  taxpayers  investment  in  the  properties  and  to  serve  the 
missions  of  the  tenants.  All  work  identified  has  budget  costs  developed  so  that  management  can 
decide  upon  the  most  cost  effective  alternative  to  meeting  the  housing  requirements  of  tenant 
agencies.  Therefore,  a  separate  estimate  just  for  seismic  work  has  not  been  developed. 
Decisions  are  made  on  the  total  cost  necessary  to  maintain  the  existing  buildings  in  the 
inventory. 

The  General  Accounting  Office  in  a  report  issued  in  May  1992,  suggested  that  a  preliminary 
estimate  for  seismic  improvements  in  buildings  controlled  by  four  Federal  agencies  would  be 
about  $2  billion.  This  estimate  did  not  include  any  costs  from  temporary  relocation  of  tenants 
during  the  alteration. 
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RENOVATION  OF  HISTORIC  GENERAL  POST  OFFICE  BUILDING  (DC) 

Question.  The  report  which  accompanied  the  House  passed  1 994  appropriation  bill,  included  a 
direction  to  develop  a  plan  for  the  renovation  of  the  historic  General  Post  Office  Building  in 
Washington,  DC.  What  is  the  status  of  this  plan? 

Answer.  The  plan  should  be  completed  by  April  1 ,  1 994. 
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FEDERAL  FACILITIES  CONSTRUCTION  AND  ACQUISITION  ACCOUNT 

Question.  Is  the  $1 .4  billion  for  Acquisition  and  Construction,  the  total  amount  GSA  will  need 
for  federal  facilities  over  the  next  five  years  (FY95-99)? 

Answer.  No.  The  budget  request  includes  only  FY  1995  projects.  The  requested  $400  million 
is  necessary  to  execute  those  projects  identified  in  the  FY  1995  Construction  program.  It  should 
be  noted  that  the  $999  million  for  the  Acquisition  of  Facilities  program  is  not  sufficient  to 
convert  all  23  leases,  and  any  subsequent  candidates  that  may  be  identified,  to  Government 
ownership.  The  requirement  for  Courthouses,  special  purpose  space  and  lease  conversions  to 
ownership  will  continue  for  the  next  5  years  and  beyond. 


Question.  Of  the  $1 .4  billion,  $1  billion  is  for  acquisition.  Does  this  mean  that  in  FY95  you 
will  acquire  buildings  that  already  exist?  Or  will  you  acquire  some  in  FY96  through  FY99? 

Answer.  Yes,  however,  these  conversions  will  proceed  over  a  period  of  time  that  will  be  defmed 
by  the  expiration  dates  of  the  leases  that  are  to  be  converted,  and  the  structure  and  substance  of 
marketplace  solutions.  The  acquisition  program  can  be  tailored  to  proceed  within  outlay 
restraints  that  may  be  imposed.  It  is  anticipated  that  if  sufficient  funds  are  not  available  in  a 
given  year,  purchase  options  will  be  obtained  for  a  future  year  in  order  to  effect  the  proposed 
lease  conversion.  This  is  proposed  as  an  ongoing  program. 


Question.  If  all  buildings  will  be  acquired  in  FY  1995,  given  scorekeeping  rules  used  by  0MB 
and  CBO,  why  does  GSA  show  acquisition  outlays  in  later  years? 

Answer:  Not  all  buildings  will  be  acquired  in  FY  1995.  The  program  will  take  time  to  get 
underway  and  the  actual  outlays  will  occur  based  on  how  the  deals  are  structured  to  meet  our 
lease  termination  dates,  and  acceptability  of  building  standards  which  may  require  some 
modernization,  and  exercising  of  options.  Tlie  outlay  stream  shown  for  this  program  is  GSA's 
best  estimate  of  what  will  happen  with  this  program.  The  outlays  are  based  on  an  assumption 
that  given  the  best  economic  decision,  we  anticipate  the  outlays  will  represent  the  amounts 
shown  since  the  costs  will  not  be  outlayed  in  a  single  year. 
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ACQUISITION  OF  FACILITIES 

Question.  The  President's  budget  request  includes  a  new  appropriation  for  $999  million  for  the 
conversion  of  leased  space  to  Federal  ownership.  Your  testimony  claims  this  "solution  would 
result  in  almost  $2.5  billion  in  savings."  How  are  these  savings  achieved?  Over  what  f)eriod  of 
time?  Provide  a  breakdown  of  savings,  by  year,  including  a  complete  description  of  the 
assumptions  used  to  determine  these  savings. 

Answer.  This  estimate  is  based  on  a  comparison  of  leasing  costs  versus  ownership  costs,  over  a 
30  year  period,  for  the  space  requirements  that  could  be  satisfied  by  the  expenditure  of  the  $999 
million.  It  is  assumed  that  the  purchase  cost  of  a  building  is  roughly  equivalent  to  the  cost  of 
Government  construction  plus  the  cost  of  land.  It  is  also  assumed  that  space  can  be  leased  at  an 
average  rental  rate  of  $23.50  net  of  taxes  and  utilities.  The  projected  financial  savings  plus  the 
residual  value  of  the  owned  properties  equals  approximately  $2.5  billion.  The  savings  on  a  year 
by  year  basis  will  depend  on  the  time  and  number  of  conversions  undertaken.  The  $2.5  billion  is 
based  on  the  assumption  that  all  leases  would  be  converted  in  the  initial  year  of  the  acquisition 
program. 


Question.  The  President's  budget  identifies  23  candidates  for  the  acquisition  of  facilities.  Is  this 
the  total  pool  of  candidates  available  for  1995?  Please  provide  a  list  of  all  possible  candidates, 
including  lease  expiration  dates,  by  facility. 

Answer.  This  list  represents  some  possible  leases  which  would  be  converted.  The  final  list  will 
depend  on  market  conditions,  and  will  not  necessarily  include  all  23.  Further,  the  list  of  23  is  not 
all  inclusive.  Additional  requirements  may  be  identified  for  inclusion  in  the  acquisition  program; 
thus  the  list  of  23  is  not  the  total  pool  of  candidates  available  for  1995.  Prospectuses  will  be 
submitted  for  each  project  identified  for  inclusion  in  the  program.  Following  is  the  list  of  23 
candidates  with  lease  expiration  dates: 

LEASE  EXPIRATION  DATES  -  ACQUISITION  CANDIDATES 


PROJECT  NAME 

CITY 

STATE 

EXPIRATION 
DATE 

EPA 

San  Francisco 

CA 

10/27/94 

IRS 

San  Jose 

CA 

08/13/94 

1620  L  Street 

Washington 

DC 

04/29/96 

DOJ/CRM 

Washington 

DC 

08/31/96 

Judiciary  Ctr 

Washington 

DC 

05/31/96 
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LEASE  EXPIRATION  DATES  -  ACQUISITION  CANDIDATES  (CONT.) 


PROJECT  NAME 

erne 

STATE 

EXPIRATION 
DATE 

Todd  BIdg 

Washington 

DC 

07/14/96 

EEOC 

Washington 

DC 

07/31/98 

FCC 

Washington 

DC 

11/11/96 

FEC 

Washington 

DC 

1 1/30/95 

ITC 

Washington 

DC 

06/IO.'97 

Mult  Agencies 
-  Reporters 

Washington 

DC 

11/30/95 

Mult  Agencies 
-UCtrP 

Washington 

DC 

09/03/94 

INS 

Miami 

FL 

04/21/03 

Mult  Agencies 

Boston 

MA 

10/31/95 

Mult  Agencies 

Newark 

NJ 

04/01/95 

FDA 

Brooklyn 

NY 

Gov't.  Owned 

FAA 

Metro  NY  City 

NY 

Various 

Mult  Agencies 

Philadelphia 

PA 

Various 

US  Attorneys 

Philadelphia 

PA 

1 1/30/95 

Mult  Agencies 

Dallas 

TX 

02/28/94 

Berkley  BIdg 

Arlington 

VA 

06/30/94 

PTC 

Northern 

VA 

09/30/96 

EPA 

Seanle 

WA 

06/30/96 

Question.  According  to  estimates  seen  by  the  Committee,  the  $999  million  required  for  the 
acquisition  of  currently  leased  space  spends  out  over  a  four  year  period,  with  only  $64.9  million 
outlayed  in  the  first  year.  Since  this  proposal  involves  the  purchase  of  a  facility,  it  seems  that 
these  funds  would  outlay  in  the  first  year  and,  at  most,  over  a  two  year  time  frame.  Why  do  these 
funds  outlay  so  slowly? 
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Answer.  The  Acquisition  of  Facilities  program  proposes  that  GSA  would  have  the  ability  to 
acquire  replacement  space  for  expiring  leases  using  any  of  the  acquisition  methods  available  to 
the  private  commercial  real  estate  market.  GSA  proposes  to  allow  market  conditions  at  the  time 
of  procurement  to  determine  which  specific  method  of  acquisition  will  be  utilized  to  solve  each 
individual  requirement.  This  creates  uncertainty  as  to  what  specific  housing  solution  will  be 
employed  for  any  given  expiring  lease.  The  use  of  options  and  the  need  for  some  upgrading  to 
meet  Government  building  standards  will  cause  the  ouUays  to  occur  as  presented  in  the 
President's  budget. 

Based  on  this  uncertainty  and  the  delays  incident  to  starting  this  program  after  Congiossional 
action  and  signature  by  the  President,  GSA  believes  that  the  outlay  stream  as  presented  is  a 
reasonable  approximation  of  what  the  cash  flows  will  be  like.  OMB  intends  to  evaluate  the 
outlays  associated  with  this  program  as  part  of  the  mid-session  review,  as  they  will  with  other 
program  outlays. 


Question.  Is  the  scoring  of  the  President's  acquisition  proposal  consistent  with  current  score 
keeping  rules  developed  by  CBO  and  OMB  in  connection  with  the  Budget  Enforcement  Act  of 
1 990?  Please  explain  how  this  scoring  is  consistent  with  current  score  keeping  guidelines. 

Answer.  Yes,  the  difficulty  that  has  arisen  in  evaluating  the  outlay  stream  associated  with  the 
Acquisition  of  Facilities  program  is  that  traditionally  a  single  acquisition  mode,  i.e.,  construction, 
operating  lease,  or  purchase,  has  been  associated  with  sjjecific  projects  as  part  of  the  budget 
request.  This  new  program  intentionally  does  not  specify  the  acquisition  method  for  particular 
projects.  Instead,  GSA  proposes  that  market  conditions  at  the  time  of  procurement  will 
determine  the  specific  solution. 

The  scoring  rules  are  unchanged.  GSA  will  use  options  and  may  require  facilities  to  be  upgraded 
to  meet  Government  standards.  These  tools,  among  others,  will  cause  outiays  to  occur  over  a 
period  of  years.  GSA  believes  that  the  outlay  stream  as  presented  is  a  reasonable  approximation 
of  what  the  cash  flows  will  be  like.  OMB  intends  to  evaluate  the  outiays  associated  with  this 
program  as  part  of  the  mid-session  review,  as  they  will  with  other  program  ouUays. 

TIME  OUT  AND  REVIEW 

Question.  According  to  your  testimony,  the  Time  Out  and  Review  Process  is  now  complete. 
For  the  record,  provide  a  summary  of  this  review  by  project,  including  the  following 
information:  type  of  project,  Pre-Time  Out  and  Review  Cost,  Revised  Cost,  Total  Savings,  and 
Recommendation. 

Answer.  We  are  in  the  process  of  preparing  a  detailed  final  report  and  when  completed  we  will 
provide  it  for  the  record. 
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Question.  In  total,  how  much  is  expected  to  be  saved  based  on  Time  Out  and  Review?  Since 
the  savings  are  by  project,  will  the  Administration  be  submitting  a  rescission  propositi  by  project 
in  the  near  future?  If  not,  how  will  these  savings  be  realized? 

Answer.  The  expected  savings  from  the  Time  Out  and  Review  process  will  be  provided  for  the 
record  once  the  report  discussed  in  the  answer  above  is  finalized. 

GSA  may  submit  some  selected  savings  identified  through  the  "Time  Out  and  Review"  process 
for  inclusion  in  a  rescission  package.  Many  of  these  savings  are  projected  and  the  construction 
contracts  are  yet  to  be  awarded.  While  we  expect  to  be  able  to  accomplish  these  savings,  we  will 
hold  on  to  the  funds  until  the  projects  are  completed.  When  projects  require  additionid  funds  we 
will  ask  for  Committee  approval  to  transfer  fimds  from  savings,  as  we  have  routinely  done. 
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GSA  EMPLOYMENT  REDUCTIONS 

Question.  The  President  supports  a  reduction  in  full-time  employee  equivalents  (FTEs)  of 
252,000  over  the  next  six  years.  Accordingly,  each  federal  agency  in  the  executive  branch  has 
been  given  tentative  FTE  allocations  for  FY  1995  that  would  begin  the  process  of  achieving 
these  reductions.  Please  provide  the  following  information  by  appropriations  account:  FY  1993 
base,  FY  1993  actual,  FY  1994  estimate,  FY  1995  estimate,  Change:  1993-1995. 

Answer.  The  information  follows: 

GSA  FULL-TIME  EQUrVALENT  (FTE)  EMPLOYMENT 


Federal  Buildings  Fund 

Federal  Supply  Service 
OE,  GSA  (D&R) 
General  Supply  Fund 
Transp  Audits 


FY  1993 
Base 

FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

FY  95  Vs  93  Base 
Change  Percent 

10,023 

9,887 

9,810 

9,604 

(419)    -4.2% 

4,841 

4,718 

4,673 

4,586 

(255)   -5.3% 

853 

618 

614 

3.821 

3,933 

3,851 

44 

122 

121 

Info  Resources  Mgmnt  Svc 
OE,  GSA  (D&R) 
Info  Technol.  Fund 

Fed  Property  Resources  Svc 
OE,  GSA  (D&R) 

Genl.  Mgmnt  &  Administration 
OE,  GSA  (D) 

MEMO:  OE,  GSA 
FSS 
IRMS 
FPRS 
GMA 


2,216 

2,182 

2,184 

2,139 

(77) 

-35% 

* 

595 

613 

600 

• 

1,587 

1,571 

1.539 

168 

170 

170 

166 

(2) 

-1.2% 

168 

170 

170 

166 

303 

297 

290 

323 

20 

6.6% 

303      297 

290 

323 

1,915 

1,691 

1,703 

853 

618 

614 

595 

613 

600 

170 

170 

166 

297 

290 

323 

Office  of  FTS2000  (IT  Fund) 

Working  Capital  Fund 
Printing  &  Duplicating 
Centralized  Admin.  Supt. 

Inspector  General 


270 


2,380 


294 
2,086 

438 


267 


2.293 


282 
2,011 

414 


251 


237 


2,303 


2,212 


267 
2,036 

423 


253 
1,959 

400 


(33)      -12.2% 


(168) 


(41) 
(127) 

(38) 


-7.1% 


-13.9% 
-6.1% 


-8.7% 


(972) 


TOTAL,  TPO  BILL  20,639  20,228  20,104  19,667 

*  Separate  break  not  available 

Acxxunt  structure  is  comparable  to  FY  1995  request  All  data  exclude  the  Consumer  Info.  Center. 


-4.7% 
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OUT- YEAR  EMPLOYMENT  ALLOCATIONS 

Question.  Has  GSA  received  tentative  FTE  allocations,  or  any  other  guidance,  for  FY  1996  and 
beyond?  What  are  those  allocations  and  what  has  that  guidance  been? 

Answer.  GSA  has  not  received  any  sp>ecific  FTE  ^locations  beyond  the  FY  1995  levels  shown 
in  the  President's  Budget.  Consistent  with  overall  Administration  Federal  employment  goals,  the 
Agency  expects  that  its  out-year  levels  will  ultimately  reflect  at  least  a  1 2  percent  reduction  from 
its  FY  1993  base  by  fiscal  year  1999. 

FTE  REDUCTIONS  ACCOMPLISHED 

Question.  The  President's  budget  assumes  a  total  FTE  reduction  of  4.7%  for  GSA  from  FY 
1993  to  FY  1995.  To  date,  how  have  these  reductions  been  achieved?  Will  GSA  meet  its  1994 
target  without  RIFs? 

Answer.  GSA  employment  is  already  at  a  level  that  is  within  FY  1 994  targets,  and  the  Agency 
is  well  on  its  way  towards  meeting  its  budgeted  FY  1995  FTE  level.  All  reductions  to  date  have 
been  accomplished  through  attrition,  and  assuming  maintenance  of  rate  of  attrition,  no  RIFs  are 
planned  at  this  time  to  meet  employment  targets. 

SCRANTON  FEDERAL  BUILDING  AND  COURTHOUSE  ANNEX 

Question.  P.L.  103-123  included  $12,093,000  for  site  acquisition  and  design  of  the  Scranton 
Federal  Building  and  Courthouse  Aimex.  Please  provide  a  status  report  of  this  project.  What  is 
the  total  estimated  cost  of  this  project  and  how  much  in  additional  fimds  are  necessary  in  order  to 
complete  this  project? 

Answer.  The  project  proposes  construction  of  a  four-story,  127,800  gross  square  foot  annex  to 
the  Scranton  Federal  Building  and  Courthouse  (FB-CT)  and  the  alteration  of  the  existing  154,898 
gross  square  foot  facility  which  was  constructed  in  1930. 

GSA  is  currently  preparing  an  Environmental  Assessment  (EA)  for  the  project  that  analyzes  the 
environmental  impacts  of  construction  of  an  annex  on  either  the  Park  Plaza  or  the  Deli/Dry 
Cleaner  site.  A  public  meeting  was  held  in  Scranton  on  February  24,  1994.  to  receive  comment 
of  the  draft  EA.  Assuming  that  there  are  no  significant  environmental  impacts  on  either  site  we 
are  scheduled  to  publish  a  final  EA  and  a  Finding  of  No  Significant  Impact  (FONSl)  on  April  30, 
1994.  On  June  1,  1994,  after  the  completion  of  a  30-day  waiting  period,  we  will  begin  site 
acquisition  and  relocation. 

The  construction  cost  estimate  in  the  11  (b)  Report,  submitted  to  Congress  on  July  27,  1993,  was 
reduced  as  a  result  of  the  Time-Out  and  Review  (T-O&R)  process  by  $3,147,000  and  is  now 
$22,389,000.  A  total  of  $12,093,000  has  been  appropriated  for  the  project  to  date. 
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The  total  project  costs  for  the  Scranton  Project  are: 

Site  $5,000,000 

Relocation  2,000,000 

Construction  Cost  22,389,000 

Demolition  2,765,000 

Alteration  (for  connection)  2,000,000 

Design  2,177,000 

Management  and  Inspection  2.201.000 

Total  Project  Cost  $38,532,000 

This  leaves  a  balance  of  $26,439,000  to  be  appropriated  for  completion  of  this  project. 


Item  1  Kb)  Report  FigWC         Post  T-O&R  Figure 

Site  $5,000,000  $5,000,000 

Relocation  2,000,000  2,000,000 

ECC  25,536,000  22,389,000 

Demolition  2,765,000  2,765,000 

Alteration  (for  connection)  2,000,000  2,000,000 

Design  2,177,000  2,177,000 

Management  and  Inspection  2.201.000  2.201.000 

Total  $41,679,000  $38,532,000 
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CONSOLIDATION  PLANS 

Question.  Can  you  describe  the  process  you  used  to  come  up  with  the  consolidation  plans  for 
the  various  accounts? 

Answer.  In  respect  to  the  FY  1995  budget,  GSA  proposes  to  consolidate  four  individual  salaries 
and  expenses  and  operating  expense  appropriations  accounts  into  a  single  appropriation  for  the 
Agency.  The  goal  of  this  consolidation  is  to  reduce  and  simplify  account  structures  and 
streamline  our  internal  administrative  processes,  in  keeping  with  the  goals  of  the  National 
Performance  Review  (NPR). 

In  respect  to  GSA's  re-invention  plans  for  the  Agency's  Services  and  support  offices, 
consolidation  is  proposed  in  those  areas  in  which  duplicative,  redundant  practices  can  be  made 
more  efficient  through  the  centralization  of  efforts:  specifically,  in  administrative  and  overhead 
functions.  Beyond  that,  our  re-invention  plans  will  focus  on  de-centralization,  with  the  goal  of 
moving  decision  making,  authority,  responsibility  and  accountability  "into  the  field"  and  out  of  a 
hierarchical  structiu'e. 

The  re-invention  process  that  we  have  begun  is  an  interactive  and  participatory  process  in  which 
the  involvement  of  GSA  employees  on  all  levels  has  been  encouraged.  From  top  management 
down  through  the  ranks  to  front-line  employees,  we  have  sought  input,  encouraged  idea-sharing, 
provided  forums  for  participation,  and  worked  to  make  this  re-invention  a  genuinely  Agency- 
vv^de  undertaking. 


Question.  How  far  have  you  proceeded  with  these  consolidation  plans?  What  are  some  of  the 
specific  steps  you  have  taken  to  date?  Just  give  me  some  examples  for  now. 

Answer.  Some  highlights  of  the  process  used  to  arrive  at  the  Agency's  goals  of  reduced 
centralization  and  control  and  increased  competitiveness  and  customer  focus,  and  employee 
empowerment  include: 

The  establishment  of  "Re-Invention  Labs,"  to  re-examine  the  ways  in  which  GSA  does  business 
and  try  new  and  innovative,  market-driven  approaches  to  respond  to  customer  needs,  focus  on 
accountability  for  results,  and  empower  employees  to  get  results,  while  increasing  efficiency  and 
reducing  costs; 

Working  to  define  the  Agency's  plan  for  implementing  the  recommendations  of  the  NPR, 
through  a  variety  of  mechanisms,  including  (1)  examination  of  the  structure,  roles  and 
responsibilities  each  of  the  Services  and  the  Regional  Offices,  by  those  entities  themselves,  with 
an  eye  for  re-invention  to  reflect  our  goal  of  "Better,  Cheaper,  Faster,  Easier,  Smarter.. ..or  Not  at 
All"  (2)  surveys  of  customer  needs,  to  focus  on  customer  service  and  satisfaction  and  to  continue 
to  be  a  viable  competitor  in  the  increasingly-competitive  market  environment,  and  (3)  increased 
involvement,  through  our  Labor-Management  Partnership,  of  the  unions  in  pre-decisional 
"design"  development. 
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A  letter  from  the  Administrator  to  20  key  members  of  the  House  and  Senate  Authorizing  and 
Appropriations  Committees  asking  for  their  input  on  our  re-invention  task.  To  date,  we  have  met 
with  a  number  of  those  representatives,  and  have  plans  to  meet  with  the  remaining  members  by 
mid-month. 

Our  recent  Leadership  Planning  Conference  in  Baltimore,  at  which  about  1 80  of  GSA's  top 
leaders  and  union  representatives  met  for  a  three  day  work  and  planning  session,  to  better  clarify 
our  common  goals  and  formulate  new  ways  of  working  together  effectively  to  meet  those  goals. 
At  this  conference,  each  Service,  and  the  Regions,  presented  their  preliminary  concepts  for  re- 
organization for  discussion.  Participants  at  the  conference  discussed  and  commented  on  the 
proposals,  and  have  been  charged  with  providing  their  input  for  the  further  development  of  the 
proposals  by  creating  a  similar  opporttmity  for  planning  participation  within  their  respective 
realms. 

The  process  for  GSA's  re-invention  has  begun,  but  will  clearly  take  some  time,  as  is  the  case 
when  the  involvement  and  participation  of  as  large  a  number  of  people  as  possible  is  a  goal. 
While  this  may  slow  the  process  to  some  degree,  we  believe  that  providing  our  employees  with 
an  opportimity  for  input  and  participation  in  the  process  will  ultimately  help  us  develop  a  plan 
that  will  reflect  the  common  mission  and  goals  of  the  Agency. 

Question.  Mr.  Johnson,  as  a  long-time  supporter  of  states'  rights,  I  have  not  always  found 
centralization  of  power  into  large  entities,  particularly  when  we're  talking  about  federal 
government,  the  best  route  to  go.  What  was  your  thinking  in  deciding  that  these  consolidations 
would  be  the  most  efficient  way  to  operate  GSA?  For  example,  does  this  provide  dollar  or 
manpower  savings? 

Answer.  As  it  relates  to  the  FY  1 995  budget,  the  only  consolidation  proposal  is,  as  stated  above, 
that  which  is  proposed  to  consolidate  four  individual  salaries  and  expenses  and  operating 
expense  account  into  a  single  appropriation.  This  proposal  would  change  the  account  structure 
only,  and  would  not  affect  the  GSA's  organizational  structure  or  the  current  operating 
environment  of  the  Agency.  No  dollar  or  fiall-time  equivalent  employment  savings  are 
anticipated  under  this  proposal. 

GSA's  current  proposals  for  the  Agency's  re-invention  include  consolidation  of  only  those 
services  or  functions  which  are  redundant  and/or  duplicative  and  thus  costly  in  terms  of  dollars 
and  employee-hours.  By  centralizing  these  functions  under  a  single  auspice,  that  single  entity 
can  efficiently  handle  a  process  or  function  for  four  service  areas,  rather  than  having  each  area 
duplicate  the  processes  for  themselves.  GSA  thus  expects  to  achieve  both  dollar  and  employee- 
hour  savings  by  "consolidating"  functions  that  are  reproduced  Agency-wide. 

In  areas  of  operations  outside  these  fiinctions,  our  proposed  plan  strongly  advocates  the  de- 
centralization of  authority  and  control.  GSA's  underlying  principles  in  all  areas  of  re-invention 
are  Respect,  Results  over  Process,  Responsible  Risk-Taking  and  Responsibility,  Authority  and 
Accountability  Closer  to  the  Customer.  We  will  move  away  from  a  centralized,  hierarchical 
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structure  of  top-down  control  to  a  de-centralized,  flexible  organization  in  which  those  who  are 
most  intimately  involved  with  a  process,  service  or  business  line  are  empowered  to  make 
decisions  affecting  that  area.  It  is  our  goal  to  put  the  "power"  needed  to  get  the  job  done  in  a 
"Better,  Cheaper,  Faster,  Easier,  Smarter"  way  in  the  hands  of  those  who  do  the  job  on  a  day -to- 
day basis,  to  ensure  that  GSA  becomes  a  benchmark  of  excellence,  not  only  within  the  Federal 
Government,  but  in  the  world  marketplace,  as  well. 

STATUS  OF  TIME  OUT  AND  REVIEW 

Question.  Could  you  provide  me  with  an  update  on  the  status  of  your  "Time  Out  and  Review"? 
We  have  had  four  reports  now  from  GSA  on  this  process  -  where  do  you  plan  to  go  from  here  ~ 
do  you  restart  those  projects  previously  put  on  hold  at  this  time? 

Answer.  GSA  plans  to  release  a  final  report  on  "Time  Out  aiid  Review"  in  the  near  fiittire. 
Projects  are  proceeding  consistent  with  the  findings  of  the  review  process  and  the  current  status 
of  project  authorization  and  funding. 

FEDERAL  SPACE  NEEDS  IN  AMES,  IOWA 

Question.  Will  Ames,  Iowa,  be  a  candidate  in  the  category  of  those  to  be  analyzed  for 
conversion  from  leased  space  to  Government-owned  space  in  GSA's  large-scale  effort? 

Answer:  GSA's  Acquisition  of  Facilities  initiative  is  for  office  space  only  and  is  based  on  major 
leases  and/or  lease  consolidation  that  would  result  in  the  private  sector  construction  of  facilities 
for  lease  to  the  Government,  or  which  represent  viable  candidates  for  Government  ownership  and 
are  identified  as  candidate  projects  in  the  Acquisition  of  Facilities  program.  Tenant  agencies  for 
the  candidate  projects  have  long-term/permanent  housing  requirements.  Further,  the  preliminary 
economics  of  the  candidate  projects  must  be  compelling  in  favor  of  Government  ovmership. 

Based  on  the  limited  office  space  under  GSA  control  (approximately  13,000  square  feet)  and  the 
fact  that  the  economics  of  the  project  are  not  sufficiently  compelling,  GSA  has  not  included  this 
project  in  its  Acquisition  of  Facilities  program.  However,  we  do  envision  the  possibili.7  of 
acquiring  facilities  that  have  not  been  included  as  acquisition  candidates  if  subsequent  offers  are 
compelling  in  terms  of  cost,  location,  and  the  condition  of  the  local  real  estate  market.  Thus, 
although  GSA  presently  considers  that  maintaining  the  status  quo  is  the  most  cost  effective 
solution,  this  decision  is  always  open  to  further  review  based  on  specifics  that  may  be  presented 
throughout  the  year. 


Question.  If  GSA  continues  to  lease  space  in  Ames,  won't  this  cost  the  taxpayers  two  to  three 
times  more  than  building  a  Federal  building  to  house  those  agencies  over  the  next  30  years? 

Answer.  Based  on  a  30-year  present  value  cost  analysis  comparing  leasing  1 5,000  square  feet  of 
space  to  building  the  same  amount  of  space,  the  cost  of  the  leasing  alternative  is  $4,33 1 ,000, 
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while  the  build  alternative  is  $4,433,000.  Therefore,  over  the  30-year  period  the  present  value 
cost  of  leasing  is  $102,000  less  than  the  present  value  cost  of  new  construction. 
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THE  PRESIDENT'S  EXECUTIVE  ORDER  ON  LABOR-MANAGEMENT 

PARTNERSHIPS 

Question.  GSA  became  the  first  Federal  agency  to  carry  out  President  Clinton's  executive  order 
calling  for  establishment  labor-management  partnerships  in  the  executive  branch  according  to  the 
testimony  of  Roger  Johnson,  GSA  Administrator.  What  is  the  definition  of  a  manager  at  GSA? 
Are  lawyers  and  accountants  included  with  this  definition? 

Answer.  Generally  we  define  a  manager  as  an  individual  who  supervises  subordinate 
supervisors.  Since  the  question  is  asked  in  the  context  of  labor  management  partnerships, 
however,  we  assume  that  it  relates  to  management  as  distinct  from  employees  who  are  or  can  be 
represented  by  unions.  In  that  sense  managers  include  all  supervisors  and  non-supervisory 
employees  who  formulate,  determine,  or  influence  agency  policy.  This  later  group  (called 
"management  officials")  includes  many  —  but  not  all  -  lawyers  and  accountants.  Most  non- 
supervisory  management  officials  are  in  grades  13  and  above  and  were  classified  as  "GM" 
employees  prior  to  the  recent  expiration  of  the  Performance  Management  and  Recognition 
System  (formerly  called  the  merit  pay  system). 


Question.  What  kind  of  recommendations  are  coming  from  the  labor  management  councils? 

Answer.  The  labor  management  councils  are  ranging  into  a  broad  variety  of  topics  centering  on 
GSA's  reinvention  initiatives.  Most  of  the  labor  interest  and  recommendations  center  on 
processes  and  philosophies  aimed  at  meeting  line  employees'  needs  for  security  and  continuing 
developmental  oppxjnunities  during  a  period  of  change  and  uncertainty. 


Question.  How  will  the  recommendations  be  budget-sensitive  and  be  tailored  to  the  available 
budget? 

Answer.  Recommendations  from  labor  councils  are  made  through  consensus  so  management 
must  agree  that  the  recommendation  makes  sense  and  is  workable.  To  the  extent  that  labor  and 
management  cannot  agree  on  a  particular  matter,  the  matter  remains  subject  to  negotiation  as 
currently  provided  by  law. 


Question.  The  draft  report  on  "Implementing  Recommendations  of  the  National  Performance 
Review"  recommends.. .."some  type  of  requirement  for  all  bargaining  unit  employees  to  pay  to 
help  support  the  representational  services  provided  by  the  union  on  their  behalf"  Are  you 
proposing  that  all  employees  will  have  to  pay  union  dues? 

Answer.  No.  The  recommendation  addressed  by  this  question  comes  from  the  National 
Partnership  Council  -  a  Govemmentwide  body  established  by  executive  order  -  not  from  the 
GSA  Labor  management  Council. 
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Question.  Given  the  COLA  cutbacks  and  future  reduced  COLAs  proposed,  how  will  this  impact 
the  take  home  pay  of  federal  employees,  particularly  lower  salaried  employees? 

Answer.  Presuming  the  National  Partnership  Council  recommendation  requiring  all  bargaining 
unit  employees  to  pay  a  representational  fee  is  enacted,  the  impact  would  vary  from  union  to 
union  depending  on  each  union's  dues  structure.  Presumably,  if  unions  got  an  "agency  shop,"  the 
resulting  increase  in  revenues  would  enable  them  to  reduce  individual  dues  from  current  levels. 
That,  however,  would  be  entirely  up  to  the  unions  themselves. 

CHILD  CARE 

Question.  Last  year  GSA  indicated  that  the  planned  expansion  of  child  care  centers  would 
involve  six  additional  centers  by  the  end  of  FY  93  and  1 6  possible  new  centers  in  FY  94  and  1 1 
possible  new  centers  in  FY  96.  It  was  noted  that  these  expansions  were  subject  to  agency 
resources.  How  many  new  centers  were  up  and  ruiming  by  the  end  of  1 993? 

Answer.  92  child  care  centers  were  operating  in  GSA  space  by  the  end  of  1993. 


Question.  How  are  the  new  centers  distributed  geographically? 

Answer.  Five  new  centers  were  opened.  These  new  centers  are  located  in  Los  Angeles,  CA, 
Denver,  CO,  St.  Louis,  MO,  Richland,  WA  and  Suffolk,  VA. 


Question.  How  is  the  "mini-centers"  program  progressing?  Are  there  plans  to  open  more  of  this 
type  of  center? 

Answer.  Plans  are  underway  to  build  mini-centers  at  two  locations— White  Plains,  NY  and 
Hawthorne,  CA.  In  each  case  2  mini<enters  will  be  constructed  side  by  side.  GSA  plans  to 
closely  monitor  the  development  and  cost  effectiveness  of  each  of  these  projects  before 
proceeding  with  other  mini-centers. 


Question.  Will  budget  cutbacks  reduce  impact  upon  the  proposed  expansions? 

Answer.  Proposed  cutbacks  may  impact  not  only  proposed  expansions  but  also  the  construction 
of  new  child  care  centers.  Life/safety  issues  shall  always  be  the  priority  as  GSA  seeks  to  upgrade 
existing  centers. 


Questions.  Last  year  GSA  responses  indicated  that  child  care  governing  boards  which  consist 
primarily  of  parents  lack  both  business  knowledge  and  child  care  expertise  to  operate  child  care 
centers.  How  are  the  efforts  to  provide  training  and  assistance  in  this  area  progressing?  Who  is 
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doing  the  training  and  assistance  and  what  are  the  problems  they  are  identifying  and  how  are  they 
solving  them?  » 

Answers.  GSA  continues  to  provide  board  training  on  a  continual  basis  using  4  major 
mechanisms: 

1 .  Training  is  provided  on-site  during  routine  site  visits.  Training  is  provided  by  Dr.  Patricia 
Kinney,  GSA  child  care  expert,  jmd  by  GSA's  Regional  Child  Care  Coordinators. 

2.  GSA  offers  specialized  training  events.  Board  training  is  provided  during  GSA's  aimual  child 
care  conference  and  during  board  training  seminars.  Training  is  provided  by  non-profit  board 
experts. 

3.  GSA's  Office  of  Work  Place  Initiatives  maintains  a  lending  library  of  audio  and  video  tapes 
which  cover  a  broad  array  of  topics  including  board  training.  Tapes  can  be  borrowed  at  no 
charge. 

4.  GSA  alerts  Regional  Child  Care  Coordinators  and  the  child  care  centers  to  board  training 
provided  by  professional  organizations. 

Problems  which  have  been  identified  generally  pertain  to  a  governing  board's  lack  of  knowledge 
about  their  governance  role  and  their  relationships  with  their  providers.  Information  about  these 
issues  is  addressed  in  all  aspects  of  board  training  and  through  information  provided  to  boards  on 
an  individual  basis. 


Questions.  What  are  the  utilization  rates  of  the  child  care  centers?  What  are  the  variations  in 
utilization  around  the  country?  What  are  the  utilization  rates  across  the  economic  spectrum,  for 
example,  what  is  the  utilization  rate  of  GS-7s  with  children  compared  to  GS-15s? 

Answers.  GSA  included  in  its  annual  survey,  questions  about  utilization  rates  by  grade  two 
years  ago.  At  that  time,  a  number  of  centers  declined  to  supply  the  information.  From  those 
which  did,  however,  it  was  apparent  that  generalizations  are  difficult  to  draw.  In  some  cases  the 
utilization  patterns  in  a  center  rely  on  the  agency's  function.  For  example,  utilization  of  centers 
at  IRS  Service  Centers  and  Social  Security  Processing  Centers  is  high  for  GS-7s  and  below.  On 
the  other  hand,  several  centers  have  few  lower  graded  families  such  as  those  at  headquailers 
agencies  in  Washington,  DC.  Utilization  is  also  a  function  of  the  amount  of  tuition  assistance 
funding  available  from  charitable  donation  and  other  miscellaneous  sources.  This  has  been  a 
major  emphasis  for  GSA  and  the  number  of  centers  offering  such  assistance  has  more  than 
Uipled  in  the  past  4  years.  GSA  is  currently  in  the  process  of  identifying  new  sources  of  tuition 
assistance,  thereby  broadening  the  utilization  of  centers  by  the  Federal  community.  GSA  will 
conduct  a  new  utilization  study  within  the  next  6  months  and  will  provide  the  Committee  with 
the  results. 


Questions.  How  will  layoffs,  RIFs,  and  buyouts  impact  upon  the  child  care  centers?  Are  budget 
cutbacks  or  COLA  cutbacks  impacting  the  utilization  of  child  care  centers? 

Answer.  At  this  time  it  is  too  early  to  determine  what  the  effects  might  be. 
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Question.  What  has  been  the  average  increase  in  child  care  center  costs  at  various  centers? 

Answer.  Over  the  past  year,  most  child  care  centers  in  GSA  space  have  seen  increases  in  tuition 
costs.  Costs  vary  by  age  group  with  infant  costs  as  the  most  expensive  type  of  child  care.  For 
example,  78  of  the  92  centers  in  FY  93  provided  infant  care  and  63%  of  those  had  increases  in 
rates.  Increases  ranged  from  $1  a  week  to  $35  a  week.  Overall,  however,  most  centers  charged  a 
5%  rate  increase  which  represented  a  $5  a  week  increase  for  infant  care.  The  overall  average 
increase  for  infant  care  was  $9  a  week. 

FLEXIPLACE  PROGRAMS 

Question.  How  many  Federal  employees  are  participating  in  Flexiplace  programs?  How  many 
GSA  employees  are  participating  in  Flexiplace?  Have  any  studies  been  done  to  profile  who  is 
using  this  option?  Is  a  diverse  group  of  employees  using  this  option  or  are  employees  with 
particular  needs  (young  children,  handicapped,  long  commute  time)  dominating  the  ranks  of 
those  who  use  Flexiplace? 

Answer.  Currently  1 500  Federal  employees  are  participating  in  Flexiplace,  70  are  GSA 
employees. 

A  January  1993,  OFM  evaluation  report,  (only  known  study)  provided  a  summary  participant 
profile.  The  profile  indicated  that  72%  were  married  and/or  living  in  families,  47%  had  children 
under  1 8  living  at  home,  7%  participated  because  of  disability,  and  5%  had  a  disabled  child  or 
adult  living  at  home. 

According  to  OFM,  most  participants  were  fiill-time  professional  employees  (70%)  with  pre- 
Flexiplace  job  performance  of  "Exceeds  Fully  Successful"  or  "Outstanding"  (84%);  and  most 
worked  in  urban  downtown  areas.  The  average  age  was  42,  and  84%  had  1 1  or  more  years  of 
work  experience. 

OPM  demographic  data  indicates  that  participants  are  76%  White,  1 7%  Black,  4%  Asian,  2% 
Hispanic,  and  1  %  American-Indian. 

Employee  participation  numbers  (by  job  type)  show  70%  are  professional,  20%  are 
technical/administrative,  8%  are  supervisory /managerial,  1%  are  clerical/secretarial  and  1%  are 
other. 


Question.  How  is  GSA  approaching  the  potential  problem  of  mid-level  management  resistance 
to  Flexiplace  work  situations? 

Answer.  GSA  is  stressing  the  voluntary  nature  of  the  program,  as  well  as  the  critical  importance 
of  supervisor/employee  communication  and  cooperation. 
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Question.  On  occasion  I  have  had  constituents  and  Federal  employees  from  the  Washington 
area  contact  me  about  the  lack  of  publicity  about  the  Flexiplace  work-at-home  option  and  the 
availability  of  telecommuting  centers  and  misinformation  on  who  can  participate.  For  example, 
one  woman  said  she  was  told  only  handicapped  individuals  could  utilize  the  Flexiplace  work-at- 
home  option.  How  is  information  being  provided  to  individual  Federal  employees?  Have  there 
been  agency  wide  meetings  for  employees  to  attend  or  have  large  mass  meetings  been 
considered? 

Answer.  In  1990,  a  memorandum  was  sent  to  all  GSA  heads  of  services  and  staff  oificcs 
(HSSO's)  announcing  the  pilot  program.  GSA  employees  have  also  been  infonmcd  by  word-of- 
mouth,  and  by  responses  to  individual  telephone  calls.  GSA  has  not  conducted  agency  wide 
meetings  or  mass  meetings. 

Information  has  been  provided  to  employees  in  other  Federal  agencies  through  personnel  offices 
and  unions,  offering  them  the  opportunity  to  participate  in  Flexiplace  and  Telecommuting 
programs.  Ads  have  been  placed  in  suburban  newspapers  in  the  areas  where  telecommuting 
centers  are  located  to  advise  employees  living  there  of  the  existence  of  the  centers.  We  are  now 
starting  a  series  of  meetings  with  management  in  other  agencies  to  stimulate  high  level  interest 
and  approval  of  the  concept.  The  real  problem  is  not  so  much  to  assure  awareness  of  individual 
employees  as  it  is  to  build  the  confidence  that  employee  interest  will  be  met  with  approval  by 
management. 


Question.  Do  you  have  any  preliminary  data  on  how  the  telecommuting  centers  are  operating? 
WTiat  actions  are  being  taken  to  publicize  this  flexible  work  option? 

Answer.  No  formal  evaluation  data  are  available  currently.  Informal  and  anecdotal  discussions 
with  center  operators  and  users  suggest  that  the  centers  are  doing  fine  and  suiting  user  needs  as 
expected.  The  only  issue  that  has  been  mentioned  is  the  need  for  voice  mail  and  call  forwarding 
or  similar  telecommunications  equipment.  This  issue  is  being  handled  by  GSA  and  the  center 
operators. 

The  GSA  has  initiated  publicity  and  marketing  efforts  by  establishing  a  network  of  agency 
contacts  and  by  providing  group  and  individual  information  sessions  as  well  as  periodic  updates 
of  the  center  contacts.  In  addition  GSA  has: 

-Sponsored  a  two-day  symposium  for  Federal  agencies;  the  symposium  featured  experts  from  a 
variety  of  telecommuting-related  disciplines; 

-Met  with  officials  from  national  Federal  employee  unions  to  discuss  plans  and  exchange  ideas; 

-Provided  fiinding  to  center  operators  to  support  their  marketing  efforts; 

-Conducted  information  sessions  for  senior  managers  at  selected  agencies; 
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-Conducted  an  official  opening  media  event  at  the  Winchester  center  and 

-Disseminated  brochures  among  Federal  agencies  and  provided  information  documents  in 
response  to  general  public  inquiries. 


Question.  Could  you  provide  this  Committee  detailed  information  about  the  usage  rates  at  the 
existing  flexiplace  (telecommuting)  centers? 

Answer.  A  telecommuting  center  is  a  facility  that  provides  an  Jiltemate  office  setting  away  from 
the  employee's  regular  duty  station.  The  pilot  initiative  will  permit  employees  to  work  in  a 
telecommuting  center  one  to  five  days  a  week.  The  site  locations  are:  Winchester,  Virginia; 
Fredericksburg,  Virginia;  Hagerstown,  Maryland;  and  LaPlata,  Maryland. 

Of  the  four  designated  sites,  only  two  are  currently  in  operation.  Eight  people  fi-om  the  General 
Services  Administration  (GSA),  the  Defense  Information  Systems  Agency  (DISA)  and  the  World 
Bank  are  utilizing  the  Winchester,  Virginia  facility.  Six  people  from  GSA,  the  National  Park 
Service  and  the  Department  of  Energy  currently  make  use  of  the  newly  established  site  at 
Hagerstown,  Maryland. 

WASHINGTON  AREA  AGENCY  CONSOLIDATIONS  AND  RELOCATIONS 

Question.  Please  provide  for  the  Committee  a  list  of  government  agencies  which  have  contacted 
the  GSA  during  this  fiscal  year  regarding  any  proposed  relocation  or  consolidation  of  federal 
employees  or  facilities  in  the  Washington,  DC  metropolitan  area. 

Answer.  Below  is  a  chart  listing  those  agencies  which  have  contacted  the  GSA  during  this  fiscal 
year  regarding  any  proposed  relocations  or  consolidations.  The  chart  identifies  the  Agency, 
Bureau,  Square  Footage,  Existing  location(s),  and  Proposed  Location(s). 


AGENCY 

BUREAU 

SQUARE 
FEET 

EXISTING 
LOCATION(S) 

PROPOSED 
LOCATION(S) 

DOD 

DISA 

56,000 

Jefferson  BIdg. 
McLean,  VA; 

VA  Square  Plaza 
Arlington,  VA 

Location  TBD  in 
Arlington,  VA 

DMA 

86,000 

ACF  Warehouse 
Riverdale,  MD 

Location  TBD 
proximate  to  DMA 
headquarters  in 
Montgomery 
County 

Navy 

1.8  mil 

Crystal  City,  VA 

White  Oak  and 
Patuxent  Naval 
Facilities 

A      &f-  '.-^^ 
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CIA 

Misc. 

450,000 

Ames  Center 
Arlington  Center 
Key  Building 
Arlington,  VA 

Northrop  Page  Building 
Vienna,  VA 

Tyler  Building 
McLean,  VA 

3  separate  locations 
ofapprox   150,000 
SF  each  TBD  in 
Northern  VA 
between  Rosslyn 
and 
Reston/Hemdon. 

FCC 

Misc. 

314,000 

1919  M  Street  NW 
2025  M  Street  NW 
2000  L  Street  NW 
1250  23rd  Street  NW 
Washington,  DC 

In  litigation 
currently 

USDA 

CSRS 

65,000 

370  L'Enfant  Plaza  SW 
Washington,  DC 

Location  TBD  m 
Washington,  DC 

FMD 

40,000 

300  7th  Street  SW 
Washington.  DC 

Location  TBD  in 
Washington,  DC 

HHS 

All  FDA 
facilities 

3  mil 

Misc.  locations  throughout 
Maryland 

2  sites  -  1  each  in 
Montgomery  and 
Prince  Georges 
counties 

Education 

Hdqrs 
Offices 

50,000 

FOB  6 
Washington,  DC 

Portals  Building 
Washington,  DC 

Hdqrs 
Offices 

40,000 

FOB  6 

ROB 

370  L'Enfant  Plaza 

Portals  Building 
Washington.  DC 

Commerce 

NTIS 

130,000 

Sills  Building 
Newington,  VA 

Location  TBD  in 
Washington  Metro 
area 

CCS 

30,000 

Yorktown  Building 
Springfield,  VA 

Location  TBD  in 
Washington  Metro 
area 

NOAA 

48,000 

Rockwall  Building 
Rockville,  MD 

Sil.Spr  Metro 
Center  1 

NOAA 

37,542 

Washington  Science  Center  V 
Rockville.  MD 

Sil  Spr  Metro 
Center  1 

^ 

Treasury 

OIG 

30,000 

Misc.  DC  Metro  locations 

Location  TBD  in 
Washington.  DC 

Fed  Election 
Commission 

102,608 

Misc  DC  Metro  locations 

999  E  Street  NW 
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DOT 

Coast  Guard 

500,000 

Tninspoint  Bldg. 
Washington,  DC 

Central  Business 
District  (CBD) 
Washington,  DC 

FHA 

34,000 

New  Requirement 

Northern  Virginia 

1^' 

DOJ 

Litigating 
Divisions 

1.2  mil 

Misc.  Washington  DC  locations 

Metro  proximate  in 
Washington,  DC 

Civil  Rights 
Division 

50,000 

Misc.  Washington  DC  locations 

CBD 
Washington,  DC 

Civil  Division 

66,000 

Patrick  Henry  Bldg. 
Washington,  DC 

CBD 
Washington,  DC 

JMD 

80,000 

Ariel  Rios  Bldg. 
Washington,  DC 

CBD 
Washington,  DC 

INS 

85,000 

Chester  Arthur  Bldg. 
Washington,  DC 

CBD 

Washington,  DC 

AOC 

Courts 

33,300 

Presidential  Bldg. 
Hyattsville,  MD 

Metro  proximate  in 
Mar>land 

NEA 

NEH 

127,000 

Old  Post  Office 
Washington,  DC 

CBD 

Washington,  DC 

NARA 

Archives 

122,000 

841-881  S.Pickett  St. 
Alexandria,  VA 

Northern  Virginia 

Question.  Please  provide  for  the  Committee  a  list  of  all  government  agencies  which,  during  this 
fiscal  year,  have  underway  relocations  or  consolidations  of  facilities  in  the  Washington,  DC 
metropolitan  area. 

Answer.  Below  is  a  chart  listing  those  agencies  which  have  relocations  or  consolidations 
underway  this  fiscal  year,  FY  1994.  The  chart  identifies  the  Agency,  Bureau,  Square  Footage, 
Existing  location(s),  and  Proposed  Location(s). 


AGENCY 

BUREAU 

SQUARE 
i-EET 

EXISTING 
LOCATION(S) 

PROPOSED 
LOCATION(S) 

AID 

Misc. 

550,000 

1815  N.  Fort  MyerDr. 
Lynn  Building 
Rosslyn  Plaza  C 
Rosslyn  Plaza  E 
Twin  Towers  Bldg. 
Arlington,  VA; 

Columbia  Plaza 
Main  State  Building 
Washington,  DC 

Currently  under 
construction  - 
Federal  Triangle 
Building 
Washington,  DC 

State  Dept. 

Passport  Office 

57.000 

1425  K  Street  NW 
One  McPherson  Square 
Washington,  DC 

nil  19th  St.  NW 
Washington,  DC 
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DOD 

OSIA 

150,000 

Fairchild  Building 
Contel  GTE  Building 
GT  Building 
Chantilly,  VA 

1  or  2  buildings  in 
Chantilly.  VA 

COE 

277.000 

20  Mass.  Avenue  NW 
Washington,  DC 

Southeast  Federal 
Center 

Army 

155.000 

7700  Arlington  Blvd 
Arlington.  VA 

4035  Ridgetop  Road 
Fairfa,x.  VA 

CNS 

Total 
agency 

65,000 

llOOVentiont  Ave  NW 
Pension  Building 
Washington,  DC 

Location  TBD  in 
NW  Washington, 
DC 

■■:^:  ■■■■ 

USDA 

FS-FSIS-FMHA 

55,000 

409  12th  Street  NW 
Washington,  DC 

1099  14th  St.  NW 
Washington,  DC 

APHIS 

300,000 

6505  Belcrest  Rd. 
Hyattsville.  MD 

4700  River  Rd. 
Riverdale.  MD 

Treasury 

IRS 

Hdqrs 
offices 

880,000 

Misc.  DC  Metro  locations 

New  Carrollton.  MD 

IRS 

26,880 

Misc.  DC  locations 

Location  TBD  in 
Maryland 

Storage 

75,000 

Misc.  locations 

1 739  Brightseat  Rd 
Landover,  MD 

Customs 

607.000 

Main  Customs  Building 
Washington,  DC 

Currently  under 
construction  - 
Federal  Triangle 
Building 
Washington,  DC 

USSS 

Hdqrs  Offices 

461,000 

1800  G  Street  NW 
1310LStreetNW 
1709  New  York  Ave.  NW 
Washington,  DC 

9th  &  H  Sts,  NW 
Washington.  DC 

Vehicle  Maint. 

and  Remote  Mail 

Facility 

50,000 

Washington  Navy  Yard 

Anacostia  Naval  Air 
Sution 

m 

FERC 

Hdqrs 
Offices 

425.000 

810FirstSu-eetNW 
941  N.Capitol  St. 
825  N.  Capitol  St. 
Washington,  DC 

888  1st  St  NW 
Washington,  DC 

HHS 

Storage 

110.000 

Misc.  locations 

.107  Industrial  Dr 
Rockvillc,  MD 

VA 

VBA 

131,000 

VA  Central  Office 
McPhcrson  Square 
Westory  Building 
Washington,  DC 

1800  G  Street  NW 
Washington,  DC 
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Misc. 

100,000 

941  N.  Capitol  Street 
Washington,  DC 

1120  Vermont  Ave. 
Washington,  DC 

Commerce 

PTO 

2  mil 

Misc.  locations  throughout  Crystal 
City 

Location  TBD  in 
Washington  Metro 
area 

i' 

DOJ 

Misc. 

210,000 

Patrick  Henry  Bldg. 
Washington,  DC 

Location  TBD  in 
Washington,  DC 

FBI 

230,000 

1900  Half  Street 
Washington,  DC 

Sq.  530 
Washington,  DC 

FBI 

160,000 
(storage) 

Misc.  locations 

Franconia  Depot 

OJP 

110,000 

633  Indiana  Avenue 
Washington,  DC 

Location  TBD  in 
Washington  Metro 
area 

Civil 
Division 

100,000 

Todd  Building 
Washington,  DC 

Location  TBD  in 
Washington,  DC 

JMD  &  Civil 

140,000 

Ariel  Rios  Bldg. 
Patrick  Henry  Bldg. 
Washington,  DC 

To  be  determined 

Misc. 

65,000 
(storage) 

Pennbelt  Bldg. 
Forestville,  MD 

Ironwood  Bldg. 
Lanham,  MD 

Location  TBD  in 
Prince  Georges 
County,  Maryland 

INS 

350,000 

Chester  Arthur  Bldg. 
Washington,  DC 

Location  TBD  in 
Washington,  DC  and 
Crystal  City 

AOC 

Courts 

150,000 

Misc.  Maryland  locations 

New  Prince  Georges 
County  Courthouse 

Courts 

194,000 

Misc.  West  Virginia  locations 

New  Alexandria 
Courthouse 

EPA 

Hdqrs 
Office 

1.2  mil 

Waterside  Mall 
Misc.  locations 
Washington,  DC 

Under  construction- 
Federal  Triangle 
Building 
Washington,  DC 

GSA 

Central  Office 

475,000 

Central  Office 
ISthandFSts. 
Washington,  DC 

Southeast  Federal 
Center 

DOE 

70,000 

Misc.  office 
Germantown,  MD 

Location  TBD  in 
Germantown,  MD 

DEA 

Mid-Atlantic 

55,000 

460  New  York  Ave. 
Washington,  DC 

Location  TBD  in 
Washington  Metro 
area 

Washington  F.O. 

65,000 

400  6th  St.  SW 
Washington,  DC 

Location  TBD  in 
Washington,  DC 

101 


QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  CONGRESSMAN  WOLF 


Misc. 

100.000 
(storage) 

701  Lament  St.  NW 
Washington,  DC 

Backiick  Center 

Newington.  VA 

Franconia 
Warehouse 

FOA  Consol- 
idation 

All 

2.4  mil 

Federal  Office  BIdg.  8 
Washington,  OC 

Numerous  PG  and  Montgomery 
County  locations,  MD 

CVM  and  CVSAN 
PG  County,  MD 

CDER,  CBER, 
CDRH,OC 
Montgom.  Cty.,  MD 

Question.  Could  you  provide  for  the  Committee  a  list  of  all  leases  currently  held  by  GSA  in  the 
Washington  Metropolitan  area  which  are  due  to  expire  this  fiscal  year. 


Answer.  Attached  is  a  set  of  pages  listing  all  leases  in  GSA's  inventory  in  the  National  Capital 
Region  which  are  scheduled  to  expire  before  the  end  of  this  fiscal  year. 


102 


CIPIIAIKX    OIU    S0S1 


exPUATION 
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ANNUAL 

LEASE 

DATE 

NAMf 

STATE 

KENT 

NUSF 

60,134 

MO. 

0J/0J/199i 

PARK   BUILDIKC 

»737,941 

LW30O45 

01/09/ 199i 

KAT     LAND    CO 

to 

W.02.450 

53,660 

LK305726 

03/16/1994 

12709    IWlKBBOOt    PARC 

to 

1263,461 

23,171 

L»©90163 

Oi/Jl/199. 

1600   C   S1REE1    K   U 

DC 

4352,703 

21,789 

LDC40O13 

0J/J1/1994 

600   CONNECT) CUT    AVE 

DC 

4196,496 

4,555 

LDC20720 

01/51/1994 

460   NEW   TORK   AVE    N   U 

DC 

1109,570 

15,759 

LDCi>0266 

03/31/1994 

BACCLICi:   CTC    SO 

VA 

126.  &20 

4,413 

LVA804U 

(K/02/1994 

12721    TUIKBROOC   PtVT 

»c> 

$180,542 

14,751 

LW90184 

Oi/02/1994 

1400   L    STREET    trj 

DC 

I37t!.929 

10,258 

U)C90170 

04/12/1994 

1201    NEV  TORK   AVE    VU 

DC 

S176.777 

5,250 

LDC20686 

04/16/1994 

PORTAL   BUILDIMC 

DC 

J350.019 

12,105 

LDC804ie 

04/23/1994 

Cnr    BAMl 

VA 

V60.520 

9,730 

LVA300O4 

04/29/1994 

MASSIF    BUILDING 

VA 

12,226,223 

216,521 

LVA40018 

04/30/1994 

PRINCETOK   EXE.    SO. 

»o 

J119,522 

7,511 

UO90185 

05/02/1994 

KlKl    PLAZA 

»« 

172,050 

3,700 

UC90ir7 

05/13/1994 

CONTEL/CTE    BLOC 

VA 

1609,805 

42,861 

LVA20691 

05/13/199^ 

ESSEX   BLOC 

VA 

S293.123 

14,022 

LVA90O43 

05/15/1994 

WESTUCXX'    KAIK    ANNEX 

to 

S3. 239. 905 

232,427 

L>C30025 

05/15/1994 

3702-10    IBONUOOD    PI 

KD 

Sn2,450 

27.500 

LIO30043- 

05/25/1994 

4964 -66   BOH    BROCX    P 

K> 

V39,60C 

4,620 

LHD30Q99 

05/25/1994 

4958   BOH    Bt   PO 

K) 

1130,422 

10,411 

LMO 30125 

05/31/1994 

12725    TUIKBROOC   PARf 

KD 

1414.000 

60,000 

LMD30119 

06/21/1994 

FT    LINCOLN 

DC 

$90,767 

5,850 

LDC90239 

06/30/1994 

1600  UILSON   BLVO 

V« 

$5,749 

80- 

LVA90J05 

06/30/1994 

TWINPARK 

>C 

$561,073 

40,475 

L«t80210 

06/30/1994 

BERtLET    BUILDING 

VA 

$1.17^,279 

56,399 

LVA70054 

06/30/1994 

6C2-608   SOJTK    PICKET 

VA 

$228,682 

33,785 

LVA7T3174 

06/30/1994 

PRESIDENTIAL 

>c 

$4.17,808 

33,305 

LW70037 

06/30/1994 

1600  UILSON   BLVD 

VA 

$281,524 

11,687 

LVA90173 

06/30/1994 

CRYSTAL    SQUARE    II 

VA 

$78,183 

3,489 

LVAOOIOO 

06/30/1994 

4620   WISCONSIN   AVE 

DC 

$522,683 

21,278 

LDC90159 

06/30/1994 

1390   PICCARD   DR 

» 

$169,222 

11,057 

LIC10103 

06/30/1994 

PARK   BUILDING 

►C' 

$265,569 

20,044 

LW80203 

06/30/1994 

KELPAR 

VA 

$2,413,692 

127,350 

LVA10133 

06/30/1994 

NASH    STREET    BLOC 

VA 

$2,705,224 

137,477 

LVA206S0 

06/30/199. 

1390   PICCARD   OR 

MO 

$1,503,572 

82,376 

L>0  804  11 

06/30/1994 

BERKLET    BUILDING 

VA 

$3,459,153 

175,503 

LVA00099 

06/30/1994 

1901    CHAPMAN    AVENUE 

» 

$544,110 

40,067 

LO80206 

07/28/1994 

UILKINS    AVE     IND    BLOC 

to 

$346. 5&4 

40,218 

LK3  70171 

07/30/1994 

LETTEk    CARCIERS   BLDC 

oc 

$515,375 

2C.152 

LDC90224 

07/31/1994 

BALLSTON   PIA2A    II 

VA 

$200,601 

t,094 

LVA90180 

07/31/1994 

SILLS 

VA 

«59.014 

IOC, 428 

LVA70;70 

07/31/1994 

INDIAN* 

DC 

$2,663,404 

114.582 

L.OC20069 

07/31/1994 

OWE   K£7«0  SOUARE 

K> 

181,594 

4,553 

LW10239 

06/03/ 1994 

SKTLINE     IV 

VA 

$4  7,948 

2.077 

LVA00119 

06/09/1994 

1572)    CRAB8S   BR.    WAT 

)0 

142,223 

2.873 

L>O90192 

08/11/199'. 

SEVEN   CRNS   COS?    CT6 

VA 

$  1 38 , 908 

7,00C 

LVA90195 

08/14/1994 

AVKAKDALE     FINAN    CTR 

VA 

197,45?' 

4,200 

LVA90200 

Ce/U/1994 

CEDAR    HILL 

VA 

$1,296,798 

49,063 

LVA90167 

08/20/1994 

£197   BACKLICK   ROAD 

VA 

145,t>44 

£,615 

LVA90260 

06/31/1994 

lASC    BUILDING 

V» 

$113,709 

3,e£5 

LVA30169 

08/31/1994 

TOSCTO'-'V   OFFICE    BLDC 

VA 

$593,071 

32.016 

LVA90214 

09/03/1994 

UNION  ct;  plaza  NOR 

DC 

$1,454,680 

197,829 

LDC06437 

09/14/1994 

TyiNBROOK    •. 

K) 

S1?9,530 

8,982 

LMO 90223 

09/15/1994 

&41SS1    SOJTK   PICKET 

VA 

1885, 95C 

122,200 

LVA30077 

09/15/1994 

.  //i    LEESEUSG   PIKE 

VA 

$119,008 

5,&0C 

LVA90158 

09/30/1994 

RESIGN   HECKSCX.   CTRE 

VA 

1195,243 

9.95C 

LVA90193 

09/30/1994 

PARK   CENTER   ONE 

VA 

$65,085 

3,023 

LVA80428 
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VA 

RENT 

"UIF 

3.239 

MO. 

10/01/^W4 

MAI.  off.^taa  ASSOC. 

159,952 

IVA90220 

10/Ot/1W4 

CIHBEei.T    (LOG 

VA 

156,275 

6.300 

IVA20615 

lO/Oi/1994 

1101    UllSt*    BLVD. 

VA 

1148,181 

4.315 

IVA90199 

10/OV/1994 

BUILDING    MUKBCR    7 

»o 

1735.988 

36.672 

1*000080 

10/2B/1W4 

IrttAIW   PLAJA 

*o 

181,579 

4.621 

L»0  701*1 

10/31/1994 

UOO-U30  s  eAcs  s| 

VA 

1251,650 

50,330 

•   LVA40000 

10/31/1994 

2803   52MC   AVt 

>o 

1149,168 

23.866 

L)O50050 

10/31/1994 

1500  ECriNCIW   PL 

OC 

163,104 

6,571 

LDC90155 

11/0^/1994 

501    SCHOOL    ST    S.W 

DC 

1557,940 

19,970 

LDC90194 

11/06/1994 

3330  UASHIMCTOH    BLVO 

VA 

1270,000 

14,183 

IVA80219 

11/29/1994 

3701    NO    FAIRFAX    OR 

VA 

1383,226 

13.450 

LVA90302 

11/30/1994 

3701    NO   FAIRFAX   OR 

VA 

11,664,969 

65,372 

LVA90297 

11/30/1994 

UXOMONT    COMPLEX 

W) 

U99,215 

28,374 

UC90187 

12/01/1994 

JEFFERSOK 

VA 

1379,106 

25,250 

LVA00116 

12/10/1994 

500    N    CAPMCH.    SI     K    W 

DC 

12.964,041 

98.024 

LDC90164 

12/10/1994 

1707    H    STREET 

OC 

11,620,545 

49.000 

L0C90198 

12/14/1994 

KAI    LAND    CO    UHSE     1 

K) 

1172,508 

34.160 

IIO30151 

12/19/1994 

6280   GREENSBORO   OR 

VA 

164.800 

3.200 

LVA20645 

12/22/1994 

g:  building 

VA 

143,187 

2.273 

LVA207T3 

12/31/1994 

3141    FAIRVIEU  PK   OR 

VA 

1187,562 

9,300 

LVA20643 

12/31/1994 

KET 

VA 

12.455,042 

106,666 

LVA00076 

12/31/1994 

EAS'    WEST    TCWERS 

« 

1679.559 

31.641 

LFOOOOeS 

01/01/1995 

370    L'ENFAMT    PROKEH. 

OC 

1593.100 

20,021 

LDC90ie9 

01/15/1995 

SEVEt    CRNS    COfiP   CT» 

VA 

1316.460 

15.583 

IVA9027E 

01/21/1995 

601    PEMM    AVE    HV 

OC 

1342.424 

9.200 

IDC70163 

01/21/1995 

601    PEMN    AVE    NU 

OC 

1380.277 

10.217 

LDC60192 

CI/23/1995 

A>«ES   CENTER 

VA 

12,213,749 

129.020 

LVA00077 

01/26/1995 

PRESIDENTIAL 

t© 

1206.640 

12,327 

LK)300SO 

01/29/1995 

SS   KEIRO   CTR    2 

w 

17,158.383 

261,748 

LO90153 

01/31/1995 

tcwise  building 

VA 

177.400 

10,000 

LVA00094 

01/31/1995 

ARLINCTOM    CENTER 

VA 

11.909. 149 

116,011 

lVA0007e 

01/31/1995 

2C25   K   STREET    NW 

OC 

12,063.058 

70,816 

locoooei 

01/31/1995 

6003   EXECUTIVE    BLVD 

w 

1144.656 

8,767 

1>C30121 

01/31/1995 

6003   EXECUTIVE    BLVO 

1© 

11,298.616 

71.704 

LFO  00070 

02/11/1995 

C7TSTAL    KAIL    2-3-4 

VA 

116.328.570 

775,035 

LVA90179 

02/19/1995 

5000-5010BOIL    Bt    Pt.1 

Id 

1335.191 

3C.595 

L  (090281 

02/21/1995 

601    PENK    AVE    NU 

DC 
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02/25/1995 
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to 
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V* 
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1S.7O0 
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►c 
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02/2t/19O5 
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VA 
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w 
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11,645 
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03/0e/1995 
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VA^ 

1299.758 
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LVA10168 
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K) 

190. 46C 
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LK)00075 

03/16/1995 
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d: 

1638.379 

2t,ei2 

IDCA.'Kn 

03/2-./ 1995 

EXECUTIVE    BUILDING 

tC 

11,539,265 

65,OOC 
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33/Jl/19->5 

«    50    INOUSUIAI    C1B 

K. 

1142,008 

25 . 503 

1)090227 

03/31/1995 

ClASEnDOk    CEnIES 

Vk 

157.955 

1G,371 

IVA30010 

C3/J1/1995 

UKIOk   CTB    PLA2A    so 

OC 

15,487.429 

25C.903 

IDC60050 

03/31/1995 

FAUCHILO 

DC 

13.522.075 

127. J45 

10C0OO97 

04/3C/1995 

PENK   BRANCH   CEnIER 

DC 

171.962 

3.690 

IOC00114 

04/30/1995 

PCMPOfcIO  Pla;*    3 

VA 

197,940 

4.959 

IVA10110 

04/31/1995 

P0K?Ow:0   PLAZA   EAST 

VA 

»J, 345, 653 

M<i.h.i 

LVAOon5 

05/0^/1995 

130    NOBTK    ROTAl     ST 

VA 

1147.352 

7.608 

iyA70164 

05/15/1995 

ISOO   G   STRECl    N   W 

OC 

17,072,077 

453.756 

LDC06521 

05/15/1995 

18O0   G   STREET    N   u 

OC 

1199,498 

24,154 

10C20613 

05/3/1995 

1776   G   ST 

o: 

1158.678 

6,264 

IDC00105 
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94,387 
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0S/H/199$ 

UASKIVCIOk    SOUAJtE 

S2,305,86C 

10C40054 

06/03/1995 

TECHUOSLD   UkU 

DC 

»1, 536. 106 

47,214 

LDC00079 

06/17/1995 

WOfil"    lOUEl 

V* 

11,702.232 

65.400 

LVA90298 

06/26/1995 

BALISIOM   METRO   CTI 

VA 

t993.258 

34,210 

LVA90300 

06/ JO/ 1995 

CRTSIAL    SOUME    4 

VA 

»1, 031, 555 

37,314 

LVA80254 

07/06/1995 

LTNI.    BUIIDIHC 

VA 

i23:.50<. 

14,565 

LVA20732 

07/16/1995 

NOfiTH    lOLCt 

VA 

t1, 422, 557 

55,160 

LVA00120 

07/24/1995 

CEMTEC    BLOC   HO    1 

M> 

13,777,666 

224.545 

LKO  06390 

07/24/1995 

1501    MEW   TOBC   AVE 

DC 

U, 865, 569 

168,797 

LDC50012 

07/J1/1995 

WASH   SCI    C1«    1,2   I    5 

K) 

13,446,657 

243.56C 

LtOIOlOO 

07/31/1995 

8a3,885,901-27S.PICt 

VA 

1566,645 

88,179 

LVA00131 

07/31/1995 

sen  1  HE  or r ICE  bloc 

VA 

1932,325 

46,670 

LVA10107 

07/31/1995 

sioMEUALi  jACKSOtf  oe 

VA 

1348, 630 

23,540 

LVA500J5 

08/02/1995 

T«3    SOLI  HE    PLACE 

VA 

11,018,550 

59,015 

LVA00135 

06/08/ 1995 

17!:    K  SI    ifW 

DC 

1634,257 

18,675 

L0C00117 

08/21/1995 

Ofct    HCPHESSO*.    SO 

DC 

14,204,697 

162.055 

LDC05803 

08/31/1995 

MAIIOWAI    PLACE 

DC 

1590,927 

11.140 

LDC00137 

08/31/1995 

tOeiD    IBAOE    C£H1E« 

DC 

1286,280 

6.987 

LDC30062 

08/31/1995 

730    171H    ST    HW 

DC 

1^64,334 

9,655 

LOC00108 

09/05/1995 

CASIHIR    PULASCI 

DC 

15.682.509 

544,091 

L0C50062 

09/09/1995 

1555   UlLSOK   BlVO 

VA 

115t,706 

5.914 

LVA00106 

09/U/1995 

INDIANA    PLAZA 

DC 

11,440,225 

31.707 

LOCOOllO 

09/17/1995 

7t05   t    7t07   LOCtPORT 

VA 

1427,505 

70,000 

IVA5Q058 

C9/17/1995 

3?i    N    fAIRfAJI    SI 

VA 

1105.505 

4.850 

LVA20S09 

09/30/1995 

60 'i    PENN   AVE    NU 

DC 

156.000 

1.400 

LOC20802 
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CFCS  IN  FEDERAL  BUILDINGS 

Question.  Your  testimony  discussed  a  major  initiative  to  replace  chlororfluorocarbons  (CFCs) 
in  Federal  buildings.  This  program  will  require  $105  million  in  FY  95  and  $732  million  for  the 
entire  program  which  will  extend  over  several  years.  How  are  chlorofluorocarbon  (CFG) 
problems  currently  treated? 

Answer.  The  Clean  Air  Act  amendments  of  1990,  P.L.  101-549  mandates  the  elimination  of 
production  of  CFC  refrigerants  in  the  market  place  and  dramatically  increases  prices.  Our  plan  is 
to  minimize  total  capital  outlays  and  operating  costs,  maintain  physical  plant  assets,  and  provide 
for  an  orderly  service  delivery  during  the  transition  period  from  the  more  adverse  refrigerants 
that  decrease  the  stratospheric  ozone  and  impact  the  health  of  plants  and  animal  life.  Therefore, 
to  implement  this  program  GSA  is  proceeding  with  a  major  chiller  replacement  program  to 
eliminate  the  use  of  CFC  refrigerants  in  our  operations,  the  first  phase  of  which  is  reflected  in  our 
fiscal  year  1 995  budget  request. 

The  majority  of  our  large  air-conditioning  equipment  (chillers)  have  reached  or  exceeded  their 
expected  useftil  life.  It  is  our  plan  to  avoid  major  temporary  repairs  and  capital  expenditures  in 
existing  old  chillers  which  would  need  to  be  replaced  in  a  few  years.  Our  plan  gives 
consideration  to  factors  such  as  chiller  age  and  remaining  life,  hours  of  usage,  msiintenance  and 
repair  history,  refrigerant  supply  and  possible  alternatives,  performance  and  capacity  trade-offs, 
equipment  enhancements,  operational  and  maintenance  practices,  and  building  modernization 
schedules. 

The  CFC  chillers  and  problems  are  treated  currently  in  accordance  with  our  general  guidance  for 
operations  and  maintenance,  repair,  and  replacement  of  chillers. 

( 1 )  Operational  units.  Take  appropriate  actions  to  reduce  the  usage  and  risk  of  loss  of  ozone- 
depleting  refrigerants,  improve  maintenance  practices,  expand  testing  and  inspection  procedures, 
and  perform  refrigerant  recovery,  recycling,  and  reclamation. 

(2)  Units  requiring  repair.  Conduct  life-cycle  cost  studies  to  determine  whether  to  repair 
existing  CFC  chillers  or  to  convert  to  chillers  using  less  environmentally  adverse  refrigerants 
which  will  extend  the  beneficial  life  of  structurally  sound  units.  The  cost  of  converting  old 
chillers  is  more  than  half  the  cost  of  a  new  chiller  and  can  have  a  significant  impact  on 
performance  and  capacity.  Operating  costs  would  continue  to  be  very  high. 

(3)  Units  needing  replacement  or  new  units.  Install  efficient  new  non-CFC  chillers.  Only 
chillers  using  alternative  refrigerants  will  be  purchased.  All  existing  and  emerging  technologies 
that  reduce  the  environmental  impact  and  are  cost  effective  will  be  considered. 


Question.  What  would  be  the  cost  of  replacing  CFCs  on  an  "as  needed"  basis  as  there  arc  leaks 
or  other  problems? 
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Answer.  The  cost  will  be  significantly  higher.  The  production  of  CFC  refrigerants  will  cease 
after  1995.  CFC  costs  will  continue  to  increase  because  of  taxes  and  ongoing  customer  demands. 
There  is  a  projected  severe  shortage  in  the  oncoming  years  as  the  remaining  CFC  inventories  are 
used  to  service  the  millions  of  units  of  existing  air-conditioning  equipment  worldwide  as  well  as 
for  other  numerous  non  refrigerant  requirements. 

The  cost  of  replacing  CFCs  on  an  "as  needed"  basis  would  be  several  times  higher  when  all 
factors  are  considered.  It  would  create  a  condition  of  unacceptable  working  conditions  because 
of  equipment  failures  and  result  in  probable  building  closures.  These  higher  cost  factors  include 
the  expected  higher  failure  rate  for  old  chillers  and  the  need  to  make  emergency  short  term 
repairs;  the  ongoing  higher  operating  and  maintenance  costs;  the  inability  to  plan  for  overall 
cooling  plant  improvements;  and  the  adverse  productivity  impact  on  the  Federal  employees  and 
other  visitors  who  will  be  forced  out  of  the  buildings.  The  combination  of  the  hot  and  humid 
summer  weather  conditions  and  internal  heat  generated  by  office  equipment  and  tenant 
occupation  will  cause  unacceptable  working  conditions. 


Question.  What  company  or  companies  are  the  main  providers  of  these  kinds  of  services? 

Answer.  The  companies  that  are  the  main  providers  of  these  services  are  typically  the  large 
chiller  manufacturers  through  their  local  fianchise  dealers.  There  are  numerous  regional  and 
smaller  independent  companies  that  also  provide  air-conditioning  maintenance  and  repair 
services.  The  main  providers  of  large  chiller  equipment  are:  Carrier,  Dunham-Bush,  Synder- 
GeneraJ,  Trane,  and  York. 

USE  OF  UNOBLIGATED  BALANCES 

Question.  The  FY  1 994  Appropriations  Act  provided  authority  for  GSA  to  use  up  to  50  percent 
of  its  unobligated  1994  balances  in  1995.  Of  these  funds,  2  percent  may  be  used  to  finance 
employee  cash  awards  and  3  percent  may  be  used  for  employee  training  programs.  What  are 
your  plans  for  the  use  of  these  funds  in  1995? 

Answer.  Section  802  of  the  1994  appropriations  act  provides  us  an  excellent  opportunity  to  give 
cash  awards  to  deserving  employees  who  propose  improvements  in  program  delivery  and  better 
and  faster  ways  to  provide  services  to  our  customers  at  demonstrated  savings.  Also,  employees 
who  reduce  costs  of  doing  business  in  their  regular  assignments,  be  it  finding  cheaper  rates  for 
official  travel  or  eliminating  an  unnecessary  office  procedure  would  likewise  receive  appropriate 
cash  awards.  These  cash  awards,  would  be  administered  under  an  established  system  within  the 
2%  limitation  in  the  1 994  appropriation  act 

Employee  trjiining  programs  would  be  enhanced  by  this  provision  since  regular  funding  is  often 
not  sufficient  to  provide  essential  training  to  employees.  We  plan  to  focus  first  on  areas  where 
employees  skills  need  to  be  upgraded  due  to  new  technology  under  an  established  system  within 
the  3%  limitation. 
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The  remainder  of  the  1994  unobligated  balance  authorized  to  be  available  in  1995  would 
basically  be  use  for  essential  unforeseen  program  needs  and  upgrades  of  obsolete  automated 
systems  essential  to  effective  program  delivery. 

As  required  by  section  802  of  the  1994  appropriations  act  a  plan  for  the  use  of  these  fiinds  will  be 
formally  submitted  to  the  House  and  Senate  Appropriations  Conamittees. 


Question.  What  is  the  Level  of  Unobligated  balances  which  you  anticipated  will  be  available  at 
the  end  of  1994? 

Answer.  It  is  estimated  that  a  small  percent  of  the  allocations  of  1994  operating  expenses 
appropriations  to  each  of  our  eleven  regions  and  the  several  Central  Office  organizations  will  be 
unobligated  at  year  end.  On  a  national  basis  this  would  equate  to  about  $1,500,000  of  which  50% 
or  $750,000  would  be  available  in  1995  under  the  provisions  of  section  802.  This  estimate  is 
smaller  than  previous  year's  unobligated  balances  due  to  absorption  of  locality  increases. 

YEAR-END  SPENDING 

Question.  Please  furnish  information  showing  obligations  in  March  and  April,  1993,  and  in 
August  and  September,  1993,  under  those  operating  appropriations  where  unspent  funds  lapse  at 
the  end  of  the  fiscal  year. 

Answer.  The  information  follows.  Patterns  of  year-end  spending  may  reflect  seasonal 
requirements  or  the  fact  that  under  increasingly  constrained  funding,  many  discretionary 
purchases  are  postponed  until  late  in  the  year  when  it  becomes  clear  that  resources  will  be 
available  af^er  funding  basic  requirements  (e.g.,  salaries,  rent,  service  contracts,  etc.).  GSA 
monitors  its  year-end  obligations  to  make  sure  they  are  for  proper  purposes  and  follow  proper 
procurement  procedures.  It  is  a  violation  of  GSA's  administrative  funds  control  process  to 
obligate  funds  solely  to  prevent  their  lapse. 


Fiscal  Year  1993  Obligations 

(Dollars  in 

Millions) 

March 

Apnl 

Augusi 

Sept 

$5,251 

$4,105 

$4,996 

$5,796 

2,681 

3,762 

3,028 

6,263 

1,059 

1,121 

1.111 

1.303 

2,489 

2.723 

3,998 

4,674 

2,811 

2,725 

3,203 

3.364 

Oper  Expenses,  Federal  Supply  Service 

Oper  Exp  ,  Info  Resources  Mgmnt  Svc 

Oper  Exp  ,  Fed  Property  Resources  Svc 

General  Managenient  &  Administration 

Office  of  Inspector  General 

Allow  and  Office  Staff,  Former  Presidents  175  188  247  296 
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NATIONAL  PERFORMANCE  REVIEW 

Question.  What  is  GSA's  role  in  the  Vice  President's  National  Performance  Review  initiative? 

Answer.  GSA's  role  is  pivotal  to  the  effective  and  complete  implementation  of  many  of  the 
National  Performance  Review  (NPR)recommendations.  This  is  a  result  of  GSA's  unique  mission 
in  facilitating  the  business  of  Government  and  allowing  other  Federal  agencies  to  focus  on  their 
primary  responsibilities.  GSA's  extensive  and  diverse  business  lines  in  real  property,  personal 
property,  information  technology,  and  procurement  provide  effective  and  formidable  market 
access  to  reduce  costs  and  lessen  administrative  burdens  for  customer  agencies. 

In  fact,  through  GSA's  ability  to  leverage  the  maricetplace,  estimated  to  affect  over  $6 1  billion  in 
goods  and  services,  and  through  its  regulatory  and  policy-making  responsibilities,  we  have 
tremendous  capability  to  provide  leadership,  innovation,  competition,  empowerment,  and 
partnership  with  all  areas  of  commerce.  By  exercising  this  capability,  and  working  with  our 
Congressional  committees,  GSA  can  effectively  respond  to  the  recommendations  of  the  Nationjil 
Performance  Review. 

Question.  Over  what  time  period  does  GSA  expect  to  complete  the  requirements  of  the  National 
Performance  Review? 

Answer.  The  time  frame  for  implementation  of  the  NPR  recommendations  is  ambitious.  Many 
of  the  recommendations  that  do  not  require  legislation  or  the  initiative  of  other  agencies,  will  be 
implemented  by  the  end  of  this  calendar  year.  Those  recommendations  that  require 
Congressional  action,  such  as  procurement  reform,  will  be  implemented  by  GSA  as 
expeditiously  as  possible. 

Though  the  established  implementation  dates  are  short,  GSA  will  make  every  effort  to  meet 
them.  A  number  of  the  recommendations  are  far-reaching  and  affect  the  fiindamental  operation 
of  the  agency.  Implementation  is  proceeding  with  prudence  and  deliberation  so  that  all  aspects 
of  the  various  impacts  are  considered. 

Of  particular  importance,  is  GSA  becoming  a  non-mandatory  source  for  supplies  and  services, 
delegating  m6re  procurement  authority  to  customer  agencies,  and  reengineering  our  real  property 
business.  While  we  can  move  relatively  quickly  through  the  regulatory  process,  we  must  ensure 
that  appropriate  safeguards  are  developed  and  in  place  to  protect  the  overall  interest  of  the 
taxpayers.  Greater  freedom  for  agencies  must  be  commensurate  with  an  increase  in  their 
responsibilities  measured  according  to  specific  criteria.  Concurrently,  we  must  also  allow  time 
to  transition  GSA's  infrastructure  to  a  more  competitive  and  entrepreneurial  pwsition  as  optional 
provider  of  choice. 

Lastly,  the  nature  of  the  President's  mandate  to  revolutionize  government  by  working  better  and 
costing  less  provides  the  foundation  for  all  eigencies  to  continually  reassess  and  reengineer  the 
way  they  do  business.  There  are  no  time  limits  on  this  effort.  The  spirit  and  intent  of  NPR,  as 
well  as  the  implementation  of  the  President's  Executive  Orders  to  streamline  the  bureaucracy, 
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reduce  internal  regulations,  and  create  a  working  partnership  of  management  and  unions  will 
continue  for  the  foreseeable  future. 


Question.  Are  GSA's  actions  under  the  National  Performance  Review  initiative  primarily 
designed  to  save  money  or  to  promote  speed  and  efficiency  of  service;  or  a  combination  of  both? 

Answer.  The  NPR  recommendations  are  intended  to  aid  GSA  in  working  better,  cheaper,  faster, 
easier,  and  smarter.  The  intent  of  the  recommendations  is  designed,  in  large  part,  to  save  money 
by  increasing  the  efficiency  of  customer  service.  It  provides  GSA  greater  incentives  to  reassess 
its  business  practices,  emphasizing  results  over  process  and  thereby  reducing  costs  to  our 
customers.  Additionally,  the  NPR  recommendations  include  policy  actions  that  we  are  pursuing. 

But  the  intent  of  the  NPR  and  GSA's  initiatives  go  beyond  saving  money  by  working  better  and 
costing  less.  By  partnering  with  the  vendor  community,  other  agencies,  employees  and  unions, 
and  meeting  with  Congressional  staffs,  we  are  to  establish  a  trust  and  a  customer  focus 
unparalleled  in  GSA's  history.  These  alliances  will  provide  feedback  critical  to  GSA  assessing 
and  changing  operations  more  quickly  and  being  more  closely  aligned  with  customer  needs. 

GSA's  goal  is  to  not  only  work  better  and  cost  less,  but  to  be  easier  to  do  business  with,  and  to 
provide  an  effective  and  enhanced  government-wide  policy  role. 


Question.  What  actions,  if  any,  is  GSA  taking  as  its  part  of  the  National  Performance  Review 
that  it  would  have  taken  anyway?  Was  GSA  planning  cost  saving  measures  that  were  simply 
incorporated  into  the  National  Performance  Review  when  it  came  along? 

Answer.  The  direction  of  GSA  over  the  years  and  recent  initiatives  underway  prior  to  the  NPR, 
were  mostly  consistent  with  NPR's  intent  and  recommendations.  However,  there  is  no  doubt  that 
NPR  intensified  GSA's  effort  by  enlarging  our  scope,  compacting  our  time  frames,  and  directing 
our  attention  to  new  areas  overdue  for  change. 

Some  of  the  areas  that  were  underway  prior  to  the  NPR  are  as  follows: 

•  Since  1970,  GSA  has  down-sized  from  40,000  employees  to  under  20,000  currently.  We 
have  accomplished  this  not  only  through  budget  reductions  but  by  streamlining  operations, 
contracting  with  private  sector,  and  eliminating  activities  where  GSA  added  no  value.  The 
Executive  Order  to  streamline  the  bureaucracy  \yill  further  our  current  streamlining  efforts 
and  reduce  employment  by  a  minimum  of  12  percent  by  1999. 

•  GSA's  time-out  and  review  process  as  well  as  its  policy  for  no  net  new  growth  of 
government-owned  and  leased  general  purpose  office  space  began  independently  of  the  NPR. 
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•  GSA's  empowerment  of  customer  agencies  through  delegations  of  authority  for  operating 
and  maintaining  their  space  as  well  as  delegations  of  procurement  authority  for  major 
information  technology  buys  have  been  increasing  in  recent  years. 

•  GSA's  drive  to  become  a  provider  of  choice  for  customer  agencies  through  fully  non- 
mandatory  multiple  award  schedules  (MAS)  grows  from  the  fact  that  over  two-thirds  of  the 
product  and  service  classes  on  the  MAS  were  already  non-mandatory. 

•  GSA's  effort  to  promote  greater  use  Government-wide  purchase  cards  and  travel  cards 
has  been  underway  for  several  years. 

•  Electronic  access  for  customer  ordering  of  supplies  was  first  established  in  1984  and 
subsequently  significantly  expanded  by  GSA's  Federal  Supply  Service.  This  system,  Multi- 
User  File  for  Interagency  News  (MUFFIN)  is  being  expanded  further  to  fulfill  the  NPR 
recommendation  for  electronic  screening  of  excess  personal  property. 

•  In  the  logistics  area,  GSA  reduced  costly  maintenance  of  wholesale  inventory,  established 
direct  delivery  to  customers  from  vendors,  and  changed  from  government  to  commercial 
descriptions  for  70  percent  of  its  retail  supply  products  prior  to  the  NPR. 

•  GSA  received  authority  from  Congress  to  use  appropriated  unobligated  baionces  from 
fiscal  year  1993  and  previous  fiscal  years  in  fiscal  year  1994  for  critical  information 
technology  needs.  In  addition,  GSA  has  been  imderway  for  several  years  in  developing 
effective  performance  measures  and  using  them  to  support  resource  requirements. 

As  can  be  seen,  GSA  has  been  moving  in  the  same  direction  as  the  NPR  recommendations. 
Clearly,  the  NPR  has  energized  the  agency  to  quicken  and  expand  its  efforts. 

FEDERAL  BUILDINGS  FUND 

Question.  What  is  the  current  status  of  GSA's  "Time  Out  and  Review"  process  for  the  Federal 
Buildings  Fund? 

Answer.  The  review  has  been  completed  and  we  anticipate  the  release  of  a  final  report  outlining 
the  results  and  implications  of  this  process  in  the  near  future. 


Question.  Is  the  "Time  Out  and  Review"  process  a  one-time  effort,  or  does  GSA  see  this  as  an 
annual  exercise? 

Answer.  As  a  comprehensive  review  of  the  majority  of  prospectus-level  projects  currently  in  the 
authorization  and/or  execution  pipeline,  short  of  actual  construction  or  lease  award,  GSA  regards 
this  process  as  a  one-time  effort.  However,  we  expect  the  lessons  learned  from  having  conducted 
this  review  to  shape  our  approach  to  the  proposal,  authorization  and  funding  of  projects  in  the 
fiiture. 
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Question.  What  role  does  the  "customer"  agency  play  in  the  Federal  Building  Fund?  Do 
agencies  submit  requests  to  you  based  on  what  they  feel  is  their  need,  or  does  GSA  measure  the 
need  for  federal  office  space  itself? 

Answer.  GSA  has  several  means  of  tracking  and  learning  of  space  requests.  If  an  agency 
requires  expansion  space,  they  submit  to  GSA  an  SF-81  indicating  the  need  for  space  and 
certifying  this  need  and  that  they  can  pay  Rent  to  GSA.  GSA  surveys  its  "customers"  annually  at 
the  regional  level,  requesting  that  agencies  verify  their  current  space  and  provide  GSA  with  any 
anticipated  changes  in  needs  over  the  next  5  years.  GSA  is  constantly  in  contact  witli  its  client 
agencies  and  often  the  agency  will  let  GSA  know  of  any  expansion  (or  reduction)  prior  to 
submitting  a  formal  request.  Regional  real  estate  divisions  monitor  all  lease  activity  and  so  are 
aware  when  a  lease  is  expiring  and  thus,  can  contact  the  agency  to  ensure  the  space  still  meets  the 
client  agency  needs.  Also,  each  year,  GSA  Central  Office  issues  an  "Agency  Call"  to  the  heads 
of  agencies  informing  them  of  any  upcoming  space  actions  in  its  records  and  requesting 
verification  of  the  data  and  information  on  any  anticipated  new  activity. 

GSA  works  closely  with  its  "customers"  to  be  sure  requirements  are  defined  accurately  and  that 
in  the  acquisition  of  space,  all  laws,  regulations  and  Executive  Orders  are  complied  with. 

Once  the  needs  are  known  in  a  particular  geographic  area,  GSA  may  decide  that  the  most 
efficient  way  to  house  the  "customers"  is  in  one  leased  location  or  to  construct  a  new  Federal 
building.  GSA  customers  define  their  needs  while  GSA  defines  and  provides  the  solutions  to  the 
customers'  space  requirements. 


Question.  Does  the  decision  to  build  or  lease  rest  primarily  with  GSA,  or  with  the  agency  which 
will  occupy  the  space? 

Answer.  GSA  is  continually  reviewing  its  inventory  and  planning  how  best  to  house  its  various 
customers  safely  and  economically.  Before  undertaking  any  major  project,  GSA  compares  the 
life-cycle  benefits  of  leasing  to  ownership  and  then,  through  the  prospectus  process,  puts  forth  its 
recommendation  to  the  Congress.  Generally,  ownership  is  the  less  costly  alternative. 

Because  it  usually  takes  more  time  to  build  a  new  facility  than  is  available  to  meet  client 
requirements,  GSA  often  must  lease  although  it  may  not  be  the  best  economic  alternative.  GSA 
also  leases  when  the  need  is  not  long-term,  such  as  Tor  the  decennial  census. 

However,  the  Public  Buildings  Amendment  of  1988  does  require  that  GSA  own  several  types  of 
space.  These  include:  "(A)  computer  and  telecommunications  operations;  (B)  secure  or  sensitive 
activities  related  to  the  national  defense  or  security,  except  in  any  case  in  which  it  would  be 
inappropriate  to  locate  such  activities  in  a  public  building  or  other  facility  identified  with  the 
United  States  Government;  or  (C)  a  permanent  courtroom,  judiciiil  chamber,  or  administrative 
office  for  any  United  States  court." 


112 


QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  CONGRESSMAN  ISTOOK 


Question.  What  is  GSA's  current  standard  for  the  space  (in  square  feet)  needed  for  each  worker? 

Answer.  The  U.  S.  General  Services  Administration's  (GSA's)  current  threshold  for  space  needs 
for  each  worker  is  1 25  square  feet.  This  1 25  square  feet  threshold  is  described  by  GSA  as  the 
"primary"  space  which  is  the  office  area  occupied  by  personnel  in  which  an  activity's  normal 
operational  functions  are  performed  (this  includes  the  work  station  footprint  and  circulation). 

GSA's  focus  is  on  the  "primary"  portion  of  the  office  space  assignment,  since  most  of  the  work 
station  requirements  for  Federal  office  workers  are  similar.  The  1 25  square  feet  per  person 
coupled  with  support  space  flmctions,  produces  an  overall  utilization  rate  of  153  for  new 
assignments.  These  support  space  fiinctions  include  filing,  copier  and  mail  areas,  libraries, 
conference  rooms,  reception  areas,  etc. 


Question.  Has  this  standard  changed  recently? 

Answer.  This  threshold  was  published  in  the  Federal  Register  on  August  26,  1 991 ,  under  the 
Federal  Property  Management  Regulation  (FPMR)  Temporary  Regulation  D-76,  Assignment  and 
Utilization  of  Space,  and  has  not  changed  since  that  time. 


Question.  How  does  it  compare  with  the  space  allocated  to  workers  in  the  private  sector? 

Answer.  In  the  private  sector,  the  amount  of  space  allocated  per  office  worker  is  described  in 
terms  of  density.  The  private  sector  finds  it  impossible  to  arrive  at  one  ideal  average  density 
because  the  mix  of  workplace  types  varies  greatly  in  different  organizations.  However,  both 
GSA  and  the  private  sector  develop  space  requirements  based  on  job  flmctions  which  establish 
the  work  station  type  and  size.  Recent  studies  by  organizations  such  as  the  International 
Facilities  Management  Association  (IFMA)  indicate  industry  space  allowances  ranging  from  the 
mid-90s  to  over  1 20  net  square  feet  per  person,  not  including  circulation. 

When  the  circulation  factor  is  removed  fi-om  GSA's  1 25  square  foot  threshold  for  "primary" 
space,  the  allowance  (108  net  square  feet)  is  comparable  to  industry  standards. 

In  addition,  both  GSA  and  the  private  sector  treat  support  functions  (filing,  conference, 
reception)  separately.  These  support  functions  vary  depending  on  the  mission  requirements  of  an 
organization  and  there  is  no  known  comparison  between  the  two  in  the  area  of  support  space 
analysis. 


Question.  Would  reducing  slightly  the  amoimt  of  space  for  each  worker  result  in  any  significant 
savings  to  the  federal  government? 
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Answer.  GSA  handles  each  space  request  on  a  case-by-case  basis,  meaning  that  GSA 
establishes  the  client  agency's  specific  space  requirements  based  on  job  and  support  space 
functions.  The  125/153  numbers  are  thresholds.  When  space  requirement  numbers  exceed 
GSA's  thresholds,  the  job  and  support  space  functions  are  closely  evaluated  to  determine  if  the 
additional  space  is  needed.  GSA  does  not  support  a  further  space  reduction,  since  it  may  create 
overcrowded  conditions  in  some  locations  that  would  impair  the  work  environment  of  the 
individuals  who  use  it. 

It  is  costly  to  accomplish  this  in  existing  space,  especially  old  buildings,  where  there  is  not  an 
open  space  configuration.  We  do  require  compliance  with  this  standard  when  obtaining  new  or 
renovated  space.  GSA  is  seeking  expertise,  however,  in  other  techniques  which  will  drive  down 
space  utilization,  such  as  hotelling,  telecommuting,  etc. 

BUY  VS.  LEASE 

Question.  Apart  from  buildings,  is  it  more  cost  effective  for  GSA  to  buy  or  lease  systems  such 
as  furniture,  office  computers,  vehicles,  etc...? 

Answer.  Regarding  information  technology,  it  is  generally  more  effective  to  buy  rather  than 
lease.  Our  policies,  followed  by  all  agencies,  emphasize  purchase  versus  lease.  About  90%  of 
all  information  technology  acquisitions  are  done  via  purchase. 

Regarding  vehicles,  the  cost  to  lease  and  purchase  motor  vehicles  is  constantly  scrutinized  by  the 
Federal  Supply  Service's  Interagency  Fleet  Management  System  (IFMS).  It  is  more  cost 
effective  for  the  IFMS  to  purchase  motor  vehicles  than  lease  long-term  fiom  the  automotive 
manufacturers  or  on  a  short-term  basis  through  private  firms  such  as  PHH,  Wheels,  or  ARI. 

Long  term  operating  leases  with  the  automotive  manufacturers  are  used  by  the  IFMS  when 
capital  resources  are  insufficient  to  fund  annual  vehicle  replacements  and  consolidation 
requirements.  The  IFMS  entered  into  five  36-month  leases  with  manufacturers  over  fiscal  years 
1989  through  1993.  Had  these  leased  vehicles  been  purchased,  even  while  factoring  in  the  cost 
of  money  at  Treasury's  borrowing  rate  under  the  purchase  analysis,  the  Govermnent  would  have 
realized  a  $25.7  million  cost  avoidance.  Operating  leases  awarded  in  fiscal  years  1992  and  1993 
in  conformance  with  0MB  Circular  91-02  covered  18,316  of  the  total  45,705  leased  vehicles 
and,  if  purchased,  would  have  resulted  in  $17.3  million  of  the  $25.7  million  savings. 

COST  REDUCTIONS 

Question.  Your  budget  request  shows  administrative  costs  at  GSA  decreasing  by  $4.2  million, 
or  about  2.4%.  Do  you  expect  this  trend  to  continue  in  future  fiscal  years? 

Answer.  The  $4.2  million  reduction  applies  to  GSA's  total  direct  operating  appropriations, 
which  support  management  and  oversight  of  the  Agency's  programs  and  certain  other 
Govemmentwide  functions.  The  change  reflects  both  decreased  employment  and  reductions  to 
administrative  and  other  costs. 
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We  do  not  expect  reductions  to  continue  in  future  years,  except  as  a  consequence  of  program  or 
employment  changes.  At  less  than  $170  million,  the  accounts  are  relatively  small  and  largely 
devoted  to  personnel  and  other  basically  fixed  costs  (such  as  rent).  It  is  and  will  continue  to  be  a 
challenge  to  identify  savings  within  this  sustaining  base  to  even  partly  offset  the  effects  of 
inflation  and  pay  raises.  As  GSA  continues  to  rightsize,  however,  employment  decreases  or 
organizational  changes  may  affect  these  accounts,  and  such  program  changes  would  be  reflected 
in  the  budget. 

GSA  FTE  DECREASES 

Question.  Your  fiscal  1995  FTE  request  is  19,667  positions,  437  fewer  FTE  than  in  fiscal  1994. 
How  will  this  reduction  be  carried  out?  Does  GSA  expect  to  use  Reductions  in  Force  and  early 
retirements,  or  will  natural  attrition  through  the  year  be  enough? 

Answer.  GSA  fiilly  expects  to  accomplish  its  personnel  reductions  entirely  through  attrition,  and 
is  well  on  its  way  toward  that  objective.  The  Agency  does  support  enactment  of  some  form  of 
separation  incentives,  however,  to  assist  in  reaching  its  goals,  particularly  among  the  ranks  of  its 
mid-level  and  senior  managers  and  permit  reorganizing  of  work. 

FEDERAL  WORK  FORCE  REDUCTIONS 

Question.  There  is  consensus  in  Congress  to  reduce  the  federal  work  force  by  252,000  over  the 
next  five  years.  What  steps  is  GSA  taking  to  prepare  for  the  federal  work  force  reduction? 

Answer.  GSA  is  in  process  of  reviewing  its  missions  and  how  it  is  organizationally  structured  to 
meet  them.  We  are  trying  to  "rightsize"  tiiat  structure  to  ensure  the  best  method  of  service 
delivery  and  to  increase  our  competitive  posture.  We  are  also  trying  to  flatten  the  organization 
by  removing  unnecessary  review  and  reporting  layers,  and  are  paying  particular  attention  to 
reducing  administrative  and  support  personnel  to  the  minimum  levels  needed. 


Question.  Is  the  437  FTE  reduction  in  FY  1995  part  of  GSA's  contribution  to  the  anticipated 
government- wide  reduction  of  252,000? 

Answer.  Yes.  As  the  Administrator  noted  in  his  written  opening  statement  to  the  Committee's 
February  22,  1 994  budget  hearings,  the  decreases  are  a  "down  payment"  towards  the 
Administration's  overall  employment  reduction  goals. 


Question.  How  will  these  reductions  affect  GSA's  mission?  Is  it  fair  to  say  we  are  "squeezing 
out  fat"  here,  or  will  GSA  have  to  cut  back  on  operations  as  the  workforce  declines? 

Answer.  While  budgeted  and  possible  future  reductions  will  be  necessary  to  remain  competitive 
and  provide  cost  effective  services  for  the  taxpayer,  it  would  not  be  accurate  to  say  that  this  is 
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simply  "squeezing  out  fat."  We  are  planning  to  restructure,  perhaps  fundamentally,  the  way  that 
GSA  is  organized  to  conduct  those  missions  that  we  can  best  perform  within  the  Federal 
Government.  We  are  also  trying  to  change  our  corporate  culture  by  pushing  service  delivery  as 
close  to  the  customer  as  possible,  empowering  those  employees,  and  removing  as  many  reporting 
or  review  layers  and  impediments  as  possible.  If  we  are  as  successful  as  we  hope  to  be,  our 
smaller  workforce  and  leaner  organization  will  be  rightsized  to  accomplish  Agency  missions 
without  cutting  back  on  operations. 


116 


General  Services  Administration 

PUBLIC  BUILDINGS  SERVICE 

BUDGET  OVERVIEW 


HIGHUGHTS 

National  PerformaDce  Review 
Rffnmm^ndaHniw 

The  National  Perfonnance  Review  (NPR) 
made  recommendations  on  real  estate  which 
have  an  impact  on  the  Public  Buildings 
Service.  TTie  NPR  recommended  that 
customers  be  given  choices  and  that  real 
property  enterprises  be  created  that  promote 
sound  asset  management.  The  fiscal  year 
1993  budget  request  reflects  a  strategy  to 
begin  implementing  some  of  these 
recommendations. 

The  budget  reflects  initiatives  to  become  a 
'Provider  of  Choice*,  and  enhance  asset 
management  of  general  purpose  and  related 
^nce. 

The  NPR  recommended  that  legislation  be 
enacted  permitting  the  Federal  Buildings 
Fund  (FBF)  to  be  used  by  an  asset  manager 
in  a  manner  comparable  in  all  respects  to 
similar  commercial  enterprises. 

Change  in  Project  Authorization  Process 

In  order  to  continue  to  provide  for  the 
replacement  of  existing  office  space  and 
focilities  and  to  provide  for  future  office 
space  requirements,  GSA  is  proposing  to 
alter  the  manner  in  which  it  receives  project 
authorization. 

The  proposed  project  authorization  process 
will  identify  the  space  requirement  without 
specifying  tiie  method  of  acquisition.  Market 
conditions  at  the  time  of  procurement  will 


determine  the  specific  method  through  which 
the  requirement  will  be  met.  This  differs 
from  the  current  prtx^ures  whereby  GSA 
determines  in  advance  which  projects  should 
be  acquired  through  purchase,  construction, 
lease-purchase,  and  capital  or  operating 
lease. 

Construction  and  Acquisition 
Appropriation 

Funding  for  new  space  requirements  is  being 
requested  outside  the  FBF.  A  new 
:4)propriated  account  is  requested. 
Construction  and  Acquisition.  This  request 
will  include  $999  million  for  the  acquisition 
of  housing  for  agency  tenants  with  expiring 
leases  when  it  can  be  demonstrated  that 
federal  ownership  is  in  the  best  interest  of  the 
federal  government.  Also,  new  construction 
of  special  purpose  space  needs,  U.S.  Court 
facilities,  laboratories,  computer  centers, 
etc.,  will  be  funded  outside  of  the  FBF. 

Reducing!  Costs  to  Customers 

GSA  has  modified  its  rate  structure  for  fiscal 
year  1995  to  reduce  the  overall  amount  that 
our  clients  pay  for  the  space  and  services 
they  receive. 

These  reductions  have  resulted  in  real  savings 
and  are  reflected  in  the  President's  Budget. 

In  addition,  the  FBF  will  no  longer  include 
funds  for  the  operation,  maintenance  and 
repair  of  federal  buildings  delegated  to  tenant 
agencies.  The  delegatee  agencies  will  retain 
that  portion  of  Rent  payments  formerly  made 
to  GSA  for  this  purpose. 
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BACKGROUND 

The  Federal  Buildings  Fund  (FBF)  is  an 
intragovcmmertal  revolving  fund,  authorized 
and  established  by  the  Public  Buildings 
Amendments  of  1972  (P.L.  92-313,  dated 
June  16,  1972)  to  finance  Public  Buildings 
Service  (PBS)  real  property  management  and 
related  activities. 

mCHUGHTS 

The  FBF  is  financed  by  income  from  user 
charges  set  at  commercially  comparable 
rates,  collected  from  client  agencies 
occupying  GSA  controlled  space.  GSA  has 
modified  its  rate  structure  for  fiscal  year 
1995  to  reduce  the  overall  amount  that  our 
clients  pay  for  the  space  and  services  they 
receive. 

GSA  modified  the  existing  Rent  system  to 
establish  Rent  rates  which  adjust  to  changes 
in  market  conditions  for  commercial  real 
estate  in  major  cities.   The  intent  is  to 
establish  very  competitive  rates  that  will 
encourage  our  clients  to  remain  in  GSA 
controlled  space. 

The  reduced  rate  structure  will  continue  to 
provide  the  amounts  necessary  for  leasing, 
building  operations,  debt  service  and  repairs 
and  alterations,  but  not  the  up-front  funding 
for  the  new  construction  and  purchase  of 
general  purpose  space.   These  requirements 
will  be  funded,  by  approphabon,  from  a  new 
construction  and  acquisition  account 


As  indicated  above,  GSA  has  reduced  the 
overall  amount  that  our  clients  pay  for  the 
space  and  services  that  they  receive.   In  fiscal 
year  1995,  this  amounts  to  a  reduction  of 
$210  million  from  the  previous  1995  Budget 
Estimate.   Under  sepai^ue  cover  we  will 
provide  the  Appropriations  Committee  with  a 
list  of  these  Rent  reductions  by  agencies  and 
bureaus.  _^ 

The  fiscal  year  1995  Rent  estimate  also 
reflects  the  proposed  transfer  of  the 
Agriculture  headquarters  building  to  the 
Department  of  Agriculture. 

The  following  chart  reflecu  the  reduction  of 
Rent  income  in  fiscal  year  1995. 
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Budget  Summary  Information 

The  following  exhibits  provide  information 
regarding  the  overall  aspects  of  the  Federal 
Buildings  Fund: 

o  Exhibit  1  -  Schedule  of  Unobligated 
Available  Balance 

o  Exhibit  2  -  Digest  of  Budget  Estimates  by 
Activity  for  Fiscal  Year  1995 
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Change  in  Federal  Buildings  Fund 

In  the  future,  GSA  will  be  by  necessity  more 
customer  oriented  and  the  level  of  our 
expenditures  will  be  more  dependent  on  the 
number  of  client  agencies  GSA  can  either 
attract  or  retain  in  its  inventory. 

If  GSA  is  to  be  successful  as  a  "Provider  of 
Choice*  and  as  an  effective  'Asset 
Manager,"  greater  fiscal  flexibility  is 
essential.   In  the  past,  the  establishment  of 
multiple  limitations  (New  Obligational 
Authority  (NOA))  on  the  use  of  revenue  has 
created  problems  in  providing  GSA  with  the 
flexibility  to  provide  space  and  services  to 
our  clients.  These  prcrt)lems  were 
ameliorated  through  the  use  of 
reprogramming  authority. 

In  order  to  facilitate  the  changes  noted  above, 
GSA  has  combined  and  eliminated  certain 
NOA  limitations.   There  will  be  only  four 
limitations  within  the  FBF:   1)  repairs  and 
alterations,  which  includes  incident  design 
and  construction  services;  2)  installment 
acquisition  payments;  3)  rental  of  space;  and, 
4)  building  operations,  which  includes  real 
property  operations,  program  direction,  and 
administrative  costs  for  design  services. 

Change  in  Design  and  Construction 
Services  Funding 

The  separate  NOA  limitation  for  Design  and 
Construction  Services  (D&C)  has  been 
eliminated  in  this  budget.  The  new 
construction  projects  in  the  Construction  and 
Acquisition  account  and  the  repairs  and 
alterations  projects  in  the  FBF  include 


associated  design  and  management  and 
inspection  services.   Personnel  salaries, 
administration  and  technical  services 
previously  included  in  D&C  are  now  funded 
in  Building  Operations  in  the  FBF. 

CURRENT  INITIATrVES  TO  REDUCE 
LEASED  SPACE  COSTS 

GSA  has  made  the  reduction  of  leased  space 
costs  one  of  its  primary  objectives,  and  has 
implemented  several  broad  initiatives  to 
support  the  achievement  of  this  objective. 
For  example,  we  are  replacing  leased  space 
with  Government-owned  space  in  those 
geographic  locations  where  the  economics 
justify  such  action.   Programs  include: 

-  Direct  Federal  Construction; 

-  Recapture  of  vacant  Government- 
owned  space  through  renovation;  and, 

-  Installment  Purchase  Agreements. 
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o  Exhibit  3  -  Object  Classification  Schedule 

o  Exhibit  4  -  Appropriation  Language  and 
Explanation  of  Changes 

o  Exhibits  5-12  -  Workload  Performance 
Measures 

EXPLANATION  OF  ESTIMATES 

As  discussed  in  the  Budget  Overview  section, 
the  Federal  Buildings  Fund  is  rtstnictured  to 
include  four  budget  activities:   repairs  and 
alterations,  installment  acquisition  payments, 
rental  of  space,  and  building  operations. 

Repairs  and  Alterations 

The  fiscal  year  1995  Repairs  and  Alterations 
(R&A)  program  proposes  27  line  item 
projects  for  design  and  construction,  and 
non-bne  item  work. 

Funding  is  identified  for  25  prospectus  level 
projects.   Of  the  25  projects,  $155.3  million 
is  identified  for  Energy  and 
Chlorofluorocarbons  programs.  $330. 1 
million  is  required  for  20  projects  for  which 
design  funding  was  received  in  prior  fiscal 
years,  and  the  amount  of  $21.7  million  is 
identified  for  the  advance  design  of  16 
prospectus  level  projects.   Also,  $2  million  is 
required  for  demolition  expenses  for  2  future 
year  construction  projects.  The  non- 
prospectus  program  provides  $305.2  million, 
including  $41.5  million  for  design 
and  management  and  inspection  services 
provided  by  contract. 


The  fiscal  year  1995  R&A  program  request 
continues  GSA's  emphasis  on  building 
repairs  and  modernization  to  ensure 
continued  efficient  operations  and  to  reinvest 
for  long-term  retention;  to  improve  health 
and  safety  aspects  of  the  building  inventory 
by  installing  firesafety  systems  and  abating 
asbestos;  to  recapture  vacant  and 
underutilized  space  for  cost-effective  client 
agency  housing;  to  alter  space  for  additional 
courts'  requirements;  and  to  meet  special 
program  requirements  for  energy 
conservation,  environmental  protection, 
handicapped  accessibility  and  seismic 
resistance  improvement.   Projects  for  health 
and  safety  were  selected  based  on  risk 
assessment  reports.   Repair  and 
modernization  projects  were  developed  and 
funded  at  an  acceptable  reinvestment  level 
tied  to  the  functional  replacement  value  of 
the  asset  based  on  the  condition  of  equipment 
and  systems.  The  fiscal  year  1995  budget 
does  not  request  additional  funding  for  the 
expansion  and  improvement  of  U.S. /Mexico 
Border  facilities.  This  program  was  fully 
funded  in  fiscal  years  1988  though  1991  as 
well  as  1993  and  1994. 

Exhibits  13  through  16  provide  listings  and 
descriptions  of  the  R&A  construction  and 
design  projects. 

Installment  Acquisition  Pa\Tnents 

The  requested  funding  will  provide  required 
payments  of  principal,  interest,  taxes,  and 
other  required  obligations  for  purchase 
contract  facilities  constructed  under  authority 
of  the  Public  Buildings  Amendment  of  1972 
as  well  as  installment  (\czx)  purchase 
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facilities  which  have  been  individually 
authorized  by  Congress  since  1987. 

The  fiscal  year  1995  budget  provides 
principal  and  interest  payments  for  five  lease 
purchase  projects  that  will  be  completed  in 
fiscal  years  1994  and  1995. 

The  purchase  contracts  and  lease  purchase 
arrangements  require  the  Government  to 
make  periodic  payments  on  these  facilities 
over  varying  periods  of  time  until  title  is 
transferred  to  the  Government.   The  purchase 
contract  arrangements  contain  call  and 
prepayment  options.  GSA  has  determined 
that  it  is  advantageous  to  the  government  to 
exercise  these  call  and  prepayment  options 
given  the  current  interest  rates.  Redemptions 
are  being  financed  through  the  Federal 
Financing  Bank  (FFB),  through  the  issuance 
of  replacement  purchase  contracts.   Payments 
will  renudn  the  same  as  the  original  financing 
packages,  with  interest  savings  being  utilized 
to  shorten  the  payoff  period.  The  first  four 
packages  have  been  refinanced,  producing 
net  present  value  savings  to  the  Government 
of  $17,650  thousand.  GSA  plans  to  complete 
the  refinancing  of  the  remaining  mortgages  in 
fiscal  year  1994.  Permanent  borrowing 
authority  of  $53  million  is  reflected  in  the 
fiscal  year  1994  column  of  the  President's 
Budget  for  this  purpose.  Completion  of  these 
transactions  will  generate  additional  net 
present  value  savings  of  an  estimated  $3,960 
thousand. 

The  budget  reflects  real  estate  tax  savings  of 
approximately  $23,464  thousand  in  fiscal 
year  1995  as  a  result  of  building  titles  being 
held  by  a  Government  entity,  the  FFB.  After 


refinancing,  building  titles  are  held  by  the 
FFB.   As  titles  for  these  buildings  transfer  to 
the  Government,  affected  facilities  are  no 
longer  subject  to  state  and  local  real  estate 
taxes.   By  refinancing  these  long-term  debts, 
the  Federal  Government  will  realize  total 
savings  of  approximately  $233,428  thousand 
for  state  and  local  taxes. 

Rental  of  Space 

This  estimate  provides  for  recurring  rent  rate 
increases  and  for  a  limited  amount  of 
expansion  space  in  support  of  major  R&A 
projects,  relocations  from  Federal  buildings, 
and  relocations  due  to  health  and  safety.  No 
provision  is  made  in  this  budget  for 
expansion  space  related  to  new  or  expanded 
agency  programs.   Expansion  space  for  new 
or  expanded  agency  programs  will  be 
provided  under  GSA's  indefinite  authority. 
GSA  plans  to  utilize  this  indefinite  authority 
in  fiscal  year  1995  to  award  4,697,100 
square  feet  of  expansion  space  at  a  part  year 
cost  of  $51,297,200. 

The  fiscal  year  1995  budget  reflects  a  2.7 
percent  (130,075  thousand  square  feet)  net 
decrease  from  the  fiscal  year  1994  end-of- 
year  leased  inventory  (133,684  thousand 
square  feet).  However,  the  fiscal  year  1995 
inventory  will  be  higher  to  the  extent  that 
agencies  acquire  expansion  space.  The 
following  table  shows  GSA's  expected  end- 
of-year  leased  inventory  through  fiscal  year 
1995,  including  projected  expansion  space. 
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Expected  Eod-of-Yeu 
Leaaed  Inventory 

FY  1993 

FY  1994 

FY  1995 

SF(MiIlicai) 

126.0 

133.7 

130.1 

$/SF 

$15.69 

$16.69 

$17.08 

GSA  anticipates  that  the  national  real  estate 
market  will  be  relatively  flat  through  fiscal 
year  1994.  The  market  leveled  off  in  the 
early  1990'$.    The  projected  funding  level 
for  fiscal  year  1995  reflects  no  increase  in 
rates  in  most  regional  markets  and  for  modest 
increases  in  some  areas.  Replacement  of 
expiring  leases  and  operating  cost  pass- 
throughs  will  result  in  a  slightly  higher 
overall  rate.  Renegotiations  of  current  leases 
are  expected  to  partially  offset  the  modest 
increase  in  overall  rales. 


FY  1993RoiUJofSp.rr 
ExpunoD  VB.  CmcelUlioiu 

FV  I9« 

FY  itn 

CmmI. 

tim 

traxxn 

12.905 

(J.M7) 

7.751 

VOOO) 

$137,114 

($55,531) 

UI.5U 

t/SF 

$14  n 

>I5J5 

FY  1994RenulofSp«-*^ 
Expaiuioo  vs.  ranrWUtioni 

FY  IW4 

FY  1»«4 
Cuccl 

Na 

$F(oao) 

10.1I5J 

(3. 746.  J) 

6,439  3 

$(t)OU) 

$103.1504 

($M.54J.I) 

$«6,60t  : 

$/SF 

$11.13 

$14»2 

The  tables  below  show  the  square  footage, 
cost  and  cost  per  square  foot  of  expansion 
and  cancellation  actions  and  the  projected  net 
change  to  the  inventory  through  fiscal  year 
1995. 


FY  1995  RcDUl  of  Sptce 
Expaiuioo  vt.  CaDceltatiofu 

FY  1995 

FY  1995 
Cancel 

No 

$F(000) 

3926 

(4,001  1) 

(3.60«S) 

$(000) 

n,9l57 

($30,329  1) 

$<27,4I3  4) 

$«F 

$1799 

$14.53 

Exhibit  17  shows  the  growth  in  leased  space 
and  obligations  for  the  Rental  of  Space 
activity.   Leased  space  has  risen  from  101 . 1 
million  square  feet  in  FY  1990  to  a  projected 
130.1  million  square  feet  in  FY  1995 
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assuming  no  expansion  in  1995.  Obligations 
were  $1,310  billion  in  FY  1990  and  are 
projected  to  be  $2,224  billion  in  FY  1995. 

Exhibit  18  shows  an  analysis  of  vacant  space. 
The  amount  of  vacant  Govemment-ownaJ 
and  leased  space  will  decrease  from  FY  1993 
to  FY  1995,  as  more  space  is  assigned  and 
space  alterations  are  completed. 

Exhibit  19  shows  the  customer  agencies  that 
drive  GSA's  leased  space  inventory.  From 
FY  1992  to  FY  1995  total  space  will  increase 
by  10  percent.  Sixty-eight  percent  of  the 
space  assigned  is  for  seven  agencies. 
Treasury  accounts  for  14  percent,  and 
Defense  accounts  for  13  percent  of  the  total. 
While  Justice  accounts  for  10  percent  of  the 
total,  their  space  assigned  will  rise  20  percent 
from  FY  1992  to  FY  1995.  The  U.S.  Courts 
account  for  7  percent,  and  their  space 
assigned  will  rise  15  percent  from  FY  1992 
to  FY  1995. 

The  implementation  of  the  Administration's 
National  Performance  Review  (NPR) 
recommendations  will  impact  government 
real  estate  needs.  A  number  of  agencies  are 
expected  to  consolidate  functions  and  offices. 
In  addition,  NPR  recommended  reductions  in 
the  government  work  force  will  result  in  a 
decrease  in  long  term  government  space 
requirements.  It  is  expected  that  the 
government's  requirement  for  space  will 
remain  stable  through  FY  1995.  Until 
implementation  plans  are  available,  the  out- 
year  impact  of  the  NPR  recommendations 
cannot  be  accurately  assessed. 


Building  Operations 

This  program  provides  for  the  overall 
management  and  administration  of  all  PBS 
programs  and  the  operation  of  Government- 
owned  facilities  under  the  jurisdiction  of 
GSA.   Also  included  are  building  services  in 
GSA  leased  space  where  the  terms  of  the 
lease  do  not  require  the  lessor  to  furnish  such 
services.  This  budget  activity  includes  real 
property  operations,  program  direction,  and 
administrative  costs  for  design  and 
construction  services. 

Management  and  administrative  functions 
include  planning,  policy  development  and 
program  evaluation  and  control.   Included 
are  personnel  costs  supporting  the  planning 
and  direction  of  PBS  programs;  PBS'  share 
of  the  legal,  accounting,  payroll,  personnel 
and  other  General  Management  and 
^Administration  (GM&A)  services;  centralized 
support  items  for  PBS  such  as  accident  and 
unemployment  compensation,  telephone 
services,  postage  and  printing;  costs  for  ADP 
hardware,  software,  maintenance  and 
programming  support  for  all  PBS 
organizations  nationwide;  and  the  planning 
and  administration  of  the  PBS  capital 
improvements  program  including  building 
inspections,  surveys,  preliminary  planning, 
and  scope  development. 

Services  that  are  provided  for  facilities 
occupied  by  government  employees  include 
cleaning,  protection,  maintenance,  payments 
for  utilities  and  fuels,  and  grounds 
maintenance.  Other  related  supporting 
services  include  various  real  property 
management  and  staff  support  activities  such 


FBF-7 


123 


General  Services  Administration 

PUBLIC  BUILDINGS  SERVICE 

FEDERAL  BUILDINGS  FUND 


as  space  acquisition  and  assignment;  the 
moving  of  Federal  agencies;  on-site 
inspection  of  building  services  and  operations 
accomplished  by  private  contractors;  and 
various  highly-specialized  contract 
administration  support  functions.  The  space, 
operations,  and  services  referred  to  above  are 
furnished  by  GSA  to  its  tenant  agencies  in 
return  for  payment  of  Rent.  Due  to 
considerations  unique  to  their  operation,  GSA 
also  provides  distinctive  services  in  some 
special  Polities,  such  as  the  Pension 
Building,  also  known  as  the  National 
Building  Museum,  in  Washington,  DC,  and 
in  certain  agency  headquarter  facilities 
including  those  occupied  by  the  Executive 
Office  of  the  President,  such  as  the  East  and 
West  wings  of  the  White  House  and  the  Old 
Executive  Office  Building. 

The  funding  in  fiscal  year  199S  will  provide 
for  building  services  in  271,299  thousand 
square  feet  of  existing  space  in  8,032 
buildings  under  GSA's  control  and  an 
additional  10,486  thousand  occupiable  square 
feet  entering  GSA's  operational  inventory  in 
fiscal  year  199S.   This  funding  is  sufficient  to 
nuuntain  custodial,  maintenance,  and 
protection  services  at  commercially 
equivalent  levels  and  for  general  management 
and  administration  of  the  programs. 

In  fiscal  year  199S  staffing  will  be  reduced 
by  206  positions  from  the  fiscal  year  1994 
level.  This  reflects  the  effects  of  a  uniform 
12  percent  employment  reduction  to  be 
achieved  over  the  period  fiscal  years  1994  - 
1999.  General  management  and 
administration  will  remain  relatively  constant 


with  only  inflationary  and  pay  related 
increases. 

GSA  is  actively  involved  in  a  variety  of 
nationwide  programs  that  consist  of 
thousands  of  government  employees 
participating  in  conservation  of  our  planet's 
natural  resources.  PBS  has  established 
recycling  programs  nationwide  in  GSA- 
operated  buildings  and  helps  other  Federal 
agencies  set  up  programs  in  the  buildings 
they  operate.  Since  passage  of  the  Energy 
Policy  Act  of  1992,  GSA  has  had  a  leading 
role  in  Federal  energy  management. 

Activities  associated  with  GSA's  conservation 
programs  include: 

o  Nearly  36,000  metric  tons  of  recyclable 
materials  were  collected  in  fiscal  year  1993  at 
a  savings  of  $1 .7  million.   We  project  the 
fiscal  year  1995  collection  to  be  45,000 
ntetric  tons,  which  will  save  approximately 
S3.0  million  through  sales  contracts  arul 
dumping  fees  at  landfills. 

o  Energy  consumption  has  been  reduced  by 
more  than  40  percent  since  1973,  and  8 
percent  from  our  fiscal  year  1985  level. 
Current  energy  usage  in  GSA  facilities  is 
more  than  40  percent  below  Federal  average. 
The  Department  of  Energy  has  reported  that 
GSA  had  the  lowest  energy  use  of  all  major 
property  managing  agencies. 

o  A  policy  has  been  developed  for  GSA  to 
participate  with  local  utility  companies' 
denund  side  management  rebate  programs. 
GSA  now  participates  in  energy  rebate 
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progTams,  retains  the  savings,  and  reuses  the 
funding  resources  for  additional  program 
requirements.  GSA  received  approximately 
$5.7  million  in  fiscal  year  1993. 

o  Both  clients  and  buildings  management 
specialists  have  been  trained  to  implement 
cooservation  programs.  We  have  released 
catalogs  identifying  the  most  energy  efficient 
lighting,  published  energy  guidebooks  and 
provided  training  programs  to  assist 
employees  nationwide  on  the  complexities  of 
energy  savings. 

o  A  model  refrigerant  management  plan  has 
been  developed  that  will  significantly  reduce 
the  impact  of  ozone-depleting  refrigerants  on 
the  stratosphere.  There  arc  approximately 
325  thousand  tons  of  chiller  capacity  in  the 
GSA  inventory  that  use  ozone-depleting 
refrigerants.  It  is  our  goal  to  rq>lace  or 
convert  all  of  these  by  the  year  2000,  starting 
in  fiscal  year  1995.  $5,000  thousand  is 
requested  in  fiscal  year  1995  for  this  purpose 
to  implement  the  Clean  Air  Act  Amendments 
of  1990  (P.L.  101-549). 

Within  available  resources,  PBS  is 
implementing  a  client  survey  program  for 
measuring  customer  satisfaction  in  workspace 
provided  by  PBS.  Randomly  selected  tenant 
buildings  will  be  surveyed  every  two  to  three 
years.  The  survey  has  been  developed  in 
conjunction  with  the  International  Facility 
Management  Association  (IFMA). 

Exhibit  20  provides  additional  information 
regarding  the  building  operations  request  by 
function. 


Change  In  Delegations  Program 

In  accordance  with  the  conference  report  on 
the  Fiscal  Year  1994  Treasury,  Postal 
Service,  and  General  Government 
Appropriations  Act,  OMB  directed  GSA  to 
remove  funding  for  delegated  buildings  from 
the  fiscal  year  1995  budget  for  the  FBF. 
Delegatee  agencies  will  retain  the  portion  of 
their  Rent  applicable  to  operation, 
maintenance,  and  repair  of  delegated 
buildings  and  use  these  resources  for  the  cost 
of  these  activities.  GSA  has  reduced  its 
fiscal  year  1995  budget  by  $242,651 
thousand  and  has  notified  agencies  of  this 
change. 
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EiMMtS 


FEDERAL  BUn  .DINGS  FUND 

ObUgattons  b;  Object  CI«M 

(With  Resdssioa) 

($  Thousands; 

FY  1993 

FY  1994 

FY1W5 

Actual 

Current 

RequHt 

Peraoaiiel  Comprntatiop: 

11.1 

Full-time  pennanent 

368.941 

387.784 

374.241 

11.3 

Other  than  full-tune  permaoeot 

6,061 

6.803 

6,715 

11.5 
11.9 

Other  personnel  compensation 
Total  personnel  compensation 

10,269 

11.994 

11,954 

385.262 

406.581 

392.910 

12.1 

Civilian  personnel  benefits 

88,446 

84.213 

83.516 

13.0 

Benefits  for  former  personnel 

648 

2.250 

2.306 

21.0 

Travel  and  transportation  of  persons 

7.868 

7,873 

9.542 

21.0 

Motor  pool  travel 

4.328 

3,769 

3,867 

22.0 

Transportation  of  things 

2,520 

3.974 

4,077 

23.2 

Rental  payments  to  others 

1,928.161 

2.149,554 

2.223.624 

23.3 

Comnnmicatioos,  utilities,  and  miscellaneous  charges 

329.037 

339,528 

262.300 

24.0 

Pnnting  and  reproduction 

7,627 

7.553 

7.118 

25.1 

Consulting  services 

323 

300 

300 

25.2 

Other  services 

1.884.387 

3.669,697 

2.979,908 

26.0 

Supplies  and  materiaU 

68.368 

164.789 

166.230 

31.0 

Equipment 

35.472 

11.737 

16,962 

32.0 

Land  and  structures 

398.694 

248.327 

13.685 

41.0 

Grants,  subsidies  and  contributions 

36.008 

30.509 

2,9U 

42.0 

Insurance  claims  and  mdemnities 

123 

73 

404 

43.0 

Interest  and  dividends 

> 

111.815 

192.964 

134.909 

Total  Obligations 

5.289,087 

7.323.691 

6,304,569 
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Exhibit  4 


[For  additional  expoues  necessary  to  cany  out 
the  purpose  of  the  Fund  established  pursuant  to 
section  210(0  of  the  Federal  Property  and 
Administrative  Services  Act  of  1949,  as 
amended  (40  U.S.C.  490(f)).  $288,486,000,  to 
be  deposited  into  said  Fund]  The  revenues  and 
collections  deposited  itrto  the  Fundvshall  be 
available  for  necessary  expenses  of  real  property 
management  and  related  activities  not  otherwise 
provided  for,  including  operation,  maintenance, 
and  protection  of  federally  owned  and  leased 
buildings;  rental  of  buildings  in  the  District  of 
Columbia;  restoration  of  leased  premises; 
moving  governmental  agencies  (including  space 
adjustments  and  tdecommunications  relocation 
expenses)  in  connection  with  the  assigrunent, 
allocation  and  transfer  of  space;  contractual 
services  inddent  to  cleaning  or  servicing 
buildings,  and  moving;  repair  and  alteration  of 
federally  owned  buildings  including  grounds, 
approaches  and  appurtenances;  care  and 
safeguarding  of  sites,  maintenance,  preservatioi\, 
demolition,  and  equipnnent;  acquisition  of 
buildings  and  sites  by  purchase,  condemnation, 
or  as  otherwise  authorized  by  law;  acquisition  of 
options  to  purchase  buildings  and  sites; 
conversion  and  extension  of  federally  owned 
buildings;  preliminary  planning  and  design  of 
projects  by  contract  or  otherwise;  construction 
of  new  buildings  fmcluding  equipment  for  such 
buildings);  and  payment  of  principal,  interest, 
taxes,  and  any  other  obligations  for  public 
buildings  acquired  by  installment  purchase  and 
purchase  contract,  in  the  aggregate  amount  of 
[$5,251,1 1 7.306]  Vof  which  (1)  [not  to  exceS 


established  pursuant  to  section  210(ft  of  the 
Federal  Property  and  Administrative  Services 
Act  of  1949.  as  amended  (40  US  C  490m^ 


$4.487.070.000. 
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S92S,027,306  shall  remain  available  until 
expended  for  construction  of  additional 
projects  at  locations  and  at  maximum 
constmaion  improvement  costs  (including  funds 
for  sites  and  expenses)  as  follows: 
New  Construction: 
Alabama: 

Montgomery,  US  Courthouse  Annex, 
$13,091,000 
Arkansas: 

Little  Rock,  Old  Law  School  Building 
Expansion/ Alteration,  $13,816,040 
Arizona: 

Phoenix,  US  Courthouse.  $120,000,000 
Safford,  a  grant  to  the  U  S  Forest 
Service  for  Administrative  Offices  and  Cultural 
Center.  $5,000,000 

Sierra  Vista,  U.  S.  Magistrates  Office, 
$1,000,000 
California 

Sacramento,  Federal  Building  and  U.S. 
Courthouse,  $143,082,450 

San  Jose,  Federal  Office  Building,  claim, 
$1,828,680 

Santa  Ana,  Federal  Building  and  U.S. 
Courthouse,  $103,000,000 
Florida: 

Jacksonville,  US  Courthouse,  site 
acquisition  artd  design,  $6,070,120 

Tampa,  U.S.  Courthouse,  $66,696,840 
Georgia: 

Atlanta,  Centers  for  Ehsease  Control, 
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Laboratory  and  ofiBce  building,  $12,000,000 

Augusta,  U.S.  Courthouse,  $1,000,000 
Indiana: 

Hammond,  U.S.  Courthouse, 
$49,980,000 
Iowa: 

Burlington,  Federal  Parking  Facility, 
design  and  construction,  $2,400,000 
Maryland: 

Bowie,  Bureau  of  the  Census,  Computer 
Center.  $27,915,000 

Montgomery  and  Prince  George's 
Counties,  Food  and  Drug  Administration, 
consolidation,  site  acquisition, 
planning  aitd  design,  construction, 
$73,921,000 
Massachusetts: 

Boston,  Federal  Building  and  U.S. 
Courthouse,  $18,620,000 
Missouri: 

Cape  Girardeau,  Federal  Office  Building 
and  U.S.  Courthouse,  $3,822,000 

Kansas  City,  U.S.  Courthouse, 
$16,000,000 

St.  Louis,  U.S.  Courthouse,  $24,000,000 
Nd>raska: 

Omaha,  Federal  Building  and  U.S. 
Courthouse,  $9,361,940 
New  Jersey: 

Newark,  Martin  Luther  King,  Jr.  Federal 
Building  and  U.S.  Courthouse,  escalation, 
$4,293,576 
New  York: 

Brooklyn,  U.S.  Courthouse,  $29,400,000 
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Rochester,  Federal  center,  in  addition  to 
the  amount  previously  provided  for  this 
purpose  under  this  heading  in  Public  Law  101- 
509,  $5,000,000 
North  Carolina: 

Federal  Research  Park,  Environmental 
Protection  Agency  Facility,  $8,800,000 
North  OakoU: 

Pembina,  Border  Station,  $96,000 
Ohio 

Youngstown,  Federal  Building,  and  U.S. 
Courthouse,  site  acquisition  and  design, 
$4,630,500 
Oregon: 

Portland,  U.S.  Courthouse,  $96,390,000 
Pennsylvania: 

Scranton,  Federal  Building  and 
US  Courthouse  Annex,  site  acquisition  and 
design,  $12,093,000 
Texas 

Laredo,  Federal  Building  and  US. 
Courthouse,  $2,986,060 
Vermont: 

Highgate  Springs,  Border  Station, 
$6,851,000 
Washington: 

Lynden,  Federal  Building,  claim, 
$357,000 
West  Virginia: 

Wheeling,  Federal  Building  and  US. 
Courthouse,  including  renovations  to  the 
existing  facility,  $36,000,000 
Nonprospectus  constmaion  projects, 
$5,525,000 
Provided,  That  the  funds  $5,000,000  for 
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nonprospectus  constniction  projects  made 

available  in  Public  Law  102-393  for  flexipiace 

work  telecommuting  centers,  is  hereby  increased 

by  $1,000,000  from  the  funds  made  available  in 

this  Act  for  nonprospectus  constniction  projects, 

all  of  which  shall  remain  available  until 

expended,  for  the  acquisition,  lease, 

construction,  and  equipping  of  four  flexipiace 

work  telecommuting  centers,  one  of  which  shall  i 

be  in  Southern  Maryland,  one  of  which  shall  be 

in  northwestern  Virginia,  one  of  which  shall  be 

in  Hagerstown,  Maryland,  and  one  of  which  shall 

be  in  Fredericksburg,  Virginia:  Provided  further, 

That  each  of  the  immediately  foregoing  limits  of 

costs  on  new  construction  projects  may  be 

exceeded  to  the  extent  that  savings  are  efifected 

in  other  such  projects,  but  by  not  to  exceed  10 

per  centum:  Provided  fiirther.  That  all  funds  for 

direct  construction  projects  shall  expire  on 

September  30,  1995,  and  remain  in  the  Federal 

Buildings  Fund  except  funds  for  projects  as  to 

which  funds  for  design  or  other  fiinds  have  been 

obligated  in  whole  or  in  part  prior  to  such  date: 

Provided  further.  That  of  the  amount  made 

available  under  this  heading  for  the  Northern 

Virginia  Naval  Systems  Commands,  in  Public 

Law  101-509,  $185,344,000,  is  hereby 

rescinded:  Provided  further.  That  the  amount 

made  available  under  the  heading  "New 

Construction"  in  Public  Law  102-393,  for  Hilo, 

Hawaii,  shall  be  available  for  payment  to  a  public 

entity  in  the  State  of  Hawaii  for  the  construction 

of  facilities  to  house  governmental  agencies;  the 

governmental  agencies  to  be  housed  shall  be 

designated  by  the  Administrator  of  General 
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Services  and  such  agencies  shall  be  housed  rent 
free,  exclusive  of  operating  expenses:  Provided 
further.  That  claims  against  the  Government  of 
less  than  $100,000  arising  from  direct 
construction  projects,  acquisitions  of  buildings 
and  purchase  contract  projects  pursuant  to 
Public  Law  92-3 13,  be  liquidated  with  prior 
notification  to  the  Committees  on 
Appropriations  of  the  House  and  Senate  to  the 
extent  savings  are  effected  in  other  such 
projects,  (2)]  not  to  exceed  [$523,782,000]v(~~ 
which  shall  remain  available  until  expended,  for 


repairs  and  alterations,^' Provided  [further].  That 
funds  in  the  Federal  Buildings  Fund  for  Repairs 
and  Alterations  shall,  for  prospeaus  projects,  be 
limited  to  the  amount  by  project  as  follows, 
except  each  project  may  be  increased  by  an 
amount  not  to  exceed  10  per  centum  unless 


advance  [approval  is  obtained  from]vthe 
Committees  on  Appropriations  of  the  House  and 
Senate  of  a  greater  amount: 
Repairs  and  Alterations: 
[Alaska 

Juneau,  U.S.  Post  Office  and 
Courthouse,  escalation,  $4,082,000 
California 

Richmond,  SSA  Service  Center, 
$3,742,000 

San  Diego,  Federal  Building  and  U.  S. 
Courthouse,  $11,023,000 
District  of  Columbia: 

Central  and  West  Heating  Plants, 
$11,141,000 

Federal  Office  Building  6,  $56,500, OOOv 


$812.226.000 


which,  beginning  with  fiscal  year  199S  and  in 


subsequent  years,  includes  associated  design  and 
construction  services: 


jtotice  is  transmitted  to 


California: 
Los  Angeles.  U.S.  Post  Courthouse. 

$24.910.000 
Menlo  Park.  USGS  Building  3. 

$7.631.000 
Sacramento.  Federal  Building 


$16.574.000 
San  Pedro.  Custom  House  $5  429.000 


Colorado: 

Denver.  Federal  Building  and  Custom 
House  $8.896.000 
District  of  Columbia 

And  Rjos-Facades.  $3.946.000 

Customs/ICC/Connecting  Wing  Complex 
(phase  n.  $9.662.000 

National  Courts.  $4.588.000 
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Georgia: 

Atlanta,  Martin  Luther  King  Jr.,  Federal 
Biulding,  $10,063,000 
Illinois: 

Chicago,  Federal  Records  Center, 
$3,379,000 

Chicago,  John  C.  Kluczynski  Jr.,  Federal 
BuUding,  $13,414,000 
Indiana: 

JeflFersonville,  Federal  Center, 
$13,522,000 
Maryland: 

Baltimore,  George  H.  Fallon  Federal 
Building,  escalation,  $4,645,000 

Woodlawn,  SSA  Operations  Building, 
$14,892,000 
Massachusetts: 

Boston,  John  F.  Kennedy  Federal 
BuUding  (phase  3),  $19,200,000 
New  Jersey: 

Newark,  Federal  Building,  20 
Washington  Place,  $14,000,000 
New  York: 

New  York,  Federal  Building,  201  Varickj 
St.,  $8,886,000 

New  York,  Jacob  K.  Javits  Federal 
BuUding  (phase  2),  $14,171,000 
Nationwide: 
Elevators,  $27,022,000 
Energy  Retrofit  Projects,  $7,000,000 
Facade  Alterations,  $10,000,000: 
Provided,  That  of  the  funds  appropriated  for 
Energy  Retrofit  Projects,  $6,000,000,  may  be 
used  to  procure  and  install  phosphoric  acid  fiiel 
ceUs  in  GSA  installations. 


Illinois: 

Chicapo.  Federal  Center.  $52.982.000 
Maryland: 

Baltimore.  George  H  Fallon  Federal 
BuUding  (phase  3).  $17.179.000 

Woodlawn.  SSA  East  High-Low  Rise 
BuUdings.  $19.212.000 
New  Jersey: 

Trenton.  Clarkson  S.  Fisher  Courthouse. 

$15.675.000 
New  York: 

Holtsville.  IRS  Service  Center. 
$21.313.000 

New  York.  Jacob  K.  Javits  Federal 

Building.  $2.891.000 

New  York.  Silvio  V.  Mollo  Federal 
Building  $963.000 
North  Carolina: 

Asheville.  Federal  BuUding  and  U.S. 

Courthouse.  $7.052.000 
Ohio: 

Cleveland.  Anthony  J.  Celebreeze 

Federal  Building  $12.192.000 
Oklahoma: 


Oklahoma  City.  Alfred  P.  Murrah 

Federal  Building.  $5.878.000 

Pennsylvania: 
Harrisburg.  Federal  Building  and  U.S. 

Courthouse  $16.903.000 
Philadelphia.  Bvme-Green  Complex 

$34.028.000 

PhUadelphia.  R.N  C  Nix.  Sr .  Federal 

Building  and  U.S.  Courthouse  (phase  3^ 
$14.730.000 
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Capital  Improvements  of  United  States- 
Mexico,  border  fiunlities,  $6,800,000  as  follows: 
Arizona: 

Lulccville,  commercial  lot  expansion, 
$3,050,000 

San  Luis,  commercial  office  space, 
$209,000 

San  Luis  primary  lane  expansion  and 
^admirustrative  office  space,  53,541,000] 

Minor  Repairs  and  Alterations,  [$270,300,000] 
Provided,  That  additional  projects  for  which 
prospectuses  have  been  fully  approved  may  be 
funded  under  this  category  only  if  advance 
[approval  is  obtained  from]  ^the  Committees  on 


.Texas: 

Lubbock.  Federal  Building  and  U  S 

Courthouse.  $13.517.000 
Virginia: 

Richmond.  US  Courthouse  and  Annex. 

$13.899.000 
Nationwide 

Chlorofluorocarbons  Program. 

$104.520.000 

Energy  Program.  $50.803.000 
Advance  Design.  $21.685.000 

305.168.000 
notice  is  transmitted  to 


Appropriations  of  the  House  and  Senate 
Provided  further.  That  the  difference  between 
the  funds  appropriated  and  expended  on  any 
projects  in  this  or  any  prior  Act,  under  the 
heading  "Repairs  and  Alterations",  may  he 
transferred  to  Minor  Repairs  and  Alterations  or 
used  to  fijnd  authorized  increases  in  prospectus 
projects    Provided  further.  That  all  fijnds  for 

repairs  and  alterations  prospectus  projects  shall 

expire  on  September  30,  [1995]yand  remain  in  \  1996 

the  Federal  Buildings  Fund  except  funds  for 

projeas  as  to  which  funds  for  design  or  other 

funds  have  been  obligated  in  whole  or  in  part 

prior  to  such  date    Provided  further.  That  the 

amount  provided  in  this  or  any  prior  Act  for 

Minor  Repairs  and  Alterations  may  be  used  to 

pay  claims  against  the  Government  arising  from 

any  projects  under  the  heading  "Repairs  and 

Alterations"  or  used  to  fund  authorized  increases 

in  prospectus  projects.  [(3)]v^ot  to  exceed  x/2) 
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[$1 18,108,000Kfor  insullmcnt  acquisition  \S127.53 1.000 

payments  including  payments  on  txirchase Q) 

contraas;  fmi\/nfit  to  exceed  ^2  223  624  000 

[$2, 1 1 7,42 1 .000  Vfor  rental  of  space;  [(S)lV'iiot        Naadiil 

to  exceed  fS1.226.08S,OOO^or  [real  property]  XSl.323.6g9.000 

>/operations;  [(6)  not  to  exceed  $156,613,000  \ 

for  program  direction  and  centralized  services;  Nbuilding 

and  (7)  not  to  exceed  $184,081,000  for  design 

and  construction  services  which  shall  remain 

available  untU  expended:  Provided  fiirther.  That 

of  the  fiinds  provided  in  the  Agriculture,  Rural 

Development,  Food  and  Drug  Administiatioa, 

and  Related  Agencies  Appropriations  Act  for 

fiscal  year  1994  for  the  modemizatioa  of  the 

Beltsville  Agricultural  Research  Center, 

the  Department  of  Agriculture  may  provide  up 

to  $6,000,000  to  a  nonprofit  entity  towards  the 

cost  of  construction  of  a  &cility  to  house 

microbial  collections  of  the  Government  under 

such  terms  as  the  Department  detennines  are 

appropriate:  Provided  fiirther.  That  the 

Department  is  authorized  to  make  available 

sufficient  space  at  the  Beltsville  Agricultural 

Research  Center,  at  such  terms  as  the 

Department  determines  are  appropriate,  for 

construction  of  such  a  &cility]:  Provided  fiirther. 

That  for  the  purposes  of  this  authorization, 

buildings  constructed  pursuant  to  the  purchase 

contract  authority  of  the  PuUic  Buildings 

Amendments  of  1972  (40  U.S.C.  602aX 

buildings  occupied  pursuant  to  instaUment 

purchase  contracts,  and  buildings  under  the 

control  of  another  department  or  agency  where 

alterations  of  such  buildings  are  required  in 

conitection  with  the  moving  of  such  other 
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dqjartment  or  agency  from  buildings  then,  or 
thereafter  to  be,  under  the  control  of  the  General 
Services  Administration  shall  be  considered  to  be 
federally  owned  buildings    Provided  further. 
That  none  of  the  funds  available  to  the  General 
Services  Admiiustration,  except  for  the  line-item 
construction  and  repairs  and  alterations  projects 
in  this  Act  shall  be  available  for  expenses  in 
connection  with  any  construction,  repair, 
alteration,  and  acquisition  project  for  which  a 
prospectus,  if  required  by  the  Public  Buildings 
Act  of  1959,  as  anwnded,  has  not  been 
approved,  except  that  necessary  funds  may  be 
expended  for  each  project  for  required  expenses 
in  connection  with  the  development  of  a 
proposed  prospectus:  [Provided  further,  That 
no  fuitds  shall  be  made  available  for  leases,  line- 
item  construction,  repairs,  or  alterations  projects 
in  this  Act,  with  the  exception  of  the  Safford, 
Arizona  and  Rochester,  New  York  projects,  that 
are  subject  to  section  7(a)  of  the  Public 
Buildings  Act  of  1959  (40  U  S  C  606(a))  prior 
to  February  1 ,  1 994,  unless  the  projects  are 
approved  by  the  House  Committee  on  Public 
Works  and  Transportation  and  the  Senate 
Committee  on  Environment  and  Public  Works: 
Provided  fiirther.  That  subject  to  the  exceptions 
contairted  in  the  preceding  proviso,  in  no  case 
shall  such  funds  be  made  available  for  any  lease, 
line-item  constnjctiotv  repair,  or  alterations 
project  referred  to  in  the  preceding  proviso  if 
prior  to  February  I,  1994,  the  lease,  line-item 
construction,  repair,  or  alterations  project  has 
been  disapproved  by  the  House  Committee  on 
Public  Works  and  Traruportation  or  the  Serute 
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Committee  on  Environment  and  Public  W<m1cs: 

Provided  fiirther,  That  the  Administrator  of 

Genera]  Services  shall  submit  detailed 

information  on  each  lease,  line-item 

constniction,  repair,  and  alterations  project  in 

this  Act  that  is  subject  to  section  7(a)  of  the 

Public  Buildings  Act  of  1959  (40  U.S.C.  606(a)) 

to  the  House  Committee  on  Public  Worics  and 

Transportation  and  the  Senate  Committee  on 

Environment  and  Public  Works  no  later  than  30 

days  after  the  date  of  enactment  of  this  Act:] 

Provided  fiirther.  That  funds  available  in  the 

Federal  Buildings  Fund  may  be  expended  for  advance  notice  is  transmitted  to 

emergency  repairs  when  [advances  approval  is  y 

obtained  from  jv' the  Committees  on 

Appropriations  of  the  House  and  Senate: 

Provided  fiirther.  That  amounts  necessary  to 

provide  reimbursable  special  services  to  other 

agencies  under  section  210(fX6)  of  the  Federal 

Property  and  Administrative  Services  Act  of 

1949,  as  amended  (40  U.S.C.  490(fX6))  and 

amounts  to  provide  such  reimbursable  fencing, 

lighting,  guard  booths,  and  other  &cilities  on 

private  or  other  property  not  in  Government 

ownership  or  control  as  may  be  appropriate  to 

enable  the  United  States  Secret  Service  to 

perform  its  protective  functions  pursuant  to  18 

U.S.C.  30S6,  as  amended,  shall  be  available  from 

such  revenues  and  collections:  Provided  fiirther. 

That  revenues  and  collections  and  any  other 

sums  accruing  to  this  Fund  during  fiscal  year 1995 

[1994]yexcluding  reimbursemoits  under  section 
210(fX6)  of  the  Federal  Property  and 

Administrative  Services  Act  of  1949  (40  U,S.C. S4.487.070.000 

490(fK6))  in  excess  of  [$5.251,1 1 7,306]  ^^hail 
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remain  in  the  Fund  and  shall  not  be  available  for  andependent  Agency  Appropriations  Act. 

expenditure  except  as  authorized  in X \99A.) 

appropriations  Acts.    ^ 


I 
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Explanation  of  Changes  In  Appropriation  Language  for  FY  1995 


The  FY  1995  Federal  Buildings  Fund 
proposed  language  includes  three  changes 
from  previously  enacted  legislation: 

1)  The  proposed  language  eliminates  the 
requirement  to  fund  the  Construction  and 
Acquisition  of  Facilities  activity  from  the 
Federal  Buildings  Fund.  A  direct 
qipropriation  is  proposed  to  fimd  a  new 
account.  Construction  and  Acquisition. 

2)  The  proposed  language  eliminates  ttie 
Design  and  Construction  Services  (D&C) 
activity.  Design  and  Management  and 
Inspection  costs  associated  with  projects  will 
be  funded  with  the  Repairs  and  Alterations 
(R&A)  activity  or  Construction  and 
Acquisition  appropriation. 

3)  The  proposed  language  combines  the 
program  direction,  real  property  (^)erations, 
and  the  D&C  salaries  and  technical  services 
into  one  budget  activity  (Building  Operations, 
formerly  called  Real  Propaty  Operations). 
This  change  will  provide  increased  flexibility 
for  administrative  resources  and  reduce  the 
requirements  for  rqirogramming  actions. 

4)  The  proposed  language  changes  the 
requirement  from  'advance  approval  is 
obtained  from'  the  Committees  on 
Appropriations  for  the  addition  of  repairs  and 
alterations  projects  and  project  escalations 
exceeding  ten  percent,  to  'advance  notice 
thereof  is  transmitted  to'  the  Committees  on 
Appropriations  for  these  actions.  While  the 
Committees  will  still  retain  control  over  the 


projects,  this  change  will  allow  GSA  to 
complete  its  Rqxurs  and  Alterations  program 
in  a  more  timely  and  responsive  manner 
when  additional  woiic  is  necessary.  Further, 
the  decision  by  the  Supreme  Court  in  INS  v. 
Chada  declared  the  practice  of  Congress 
del^ating  its  approval  powers  to  a 
Committee  or  Committees  of  Congress 
unconstitutional. 

5)  The  proposed  language  changes  the 
requirement  from  advance  'approval  is 
obtained  from'  to  'notice  thereof  is 
transmitted  to'  the  Committees  on 
Appropriations  for  emergency  repairs.  This 
change  will  allow  GSA  to  perform 
emergency  repairs  in  a  more  timely  and 
reqxmsive  manner.   Further,  the  decision  by 
the  Supreme  Court  in  mS  v.  Chada  declared 
the  practice  of  Congress  delegating  its 
approval  powers  to  a  Committee  or 
Committees  of  Congress  unconstitutional. 
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Repairs  and  Alterations 
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General  Services  Administration 

PUBUC  BUILDINGS  SERVICE 

CONSTRUCTION  AND  ACQUISITION 


BACKGROUND 

Since  its  incqKion  in  fiscal  year  1975  the 
Federal  Buildings  Fund  (FBF)  has 
accomplished  many  of  the  goals  that  were 
originally  envisiooed.  However,  the  FBF  has 
not  been  able  to  genenue  sufficient  fiinds  to 
provide  for  the  constnictioo  and/or  acquisition 
of  new  facilities  commensurate  with  the 
demand  for  new  space  from  its  client  agencies. 

In  1975,  66%  of  the  GSA  controlled  inventory 
was  government-owned.  At  the  end  of  fiscal 
year  1992  only  54%  of  the  inventory  was 
government-owned.  Focusing  on  office  space, 
out  of  a  total  of  28.7  million  occupiable  square 
feet  of  ^nce  added  to  the  inventory  during  this 
period,  8.9  million  was  government-owned  and 
20.8  million  was  leased.  By  better  than  a  two 
to  one  margin,  office  spact  needs  during  the 
period  were  accommodued  through  leasing. 
In  the  area  of  spedal  spatx  the  ratio  of  leased 
to  government-owned  growth  during  the  period 
was  an  astounding  eight  to  one. 

AdditionaUy,  many  of  the  projects  that  GSA 
proposed  for  ownership  were  qxcial  purpose 
facilities  that  required  GSA  to  advocate  the 
clients'  concerns  and  requirements  to  both 
0MB  and  the  Congress. 

NEWDIRECnONS 

GSA  believes  that  requests  for  funding  for 
multi-tenant  special  purpose  ^»oe  should  not 
be  funded  from  the  resources  of  the  FBF  but 
should  be  funded  through  an  appropriation. 

GSA  is  striving  to  become  the  'provider  of 
choice*  for  the  real  property  needs  of  its 
clients.  The  new  Consmiction  and  Acquisition 
account  is  a  stq>  in  that  direction.  GSA 
anticipates  that  in  future  fiscal  years  agencies 


may  present  and  request  funding  for  their  own 
single  tenant  special  purpose  space 
requirements.   GSA  will  continue  to  present 
and  request  funding  for  the  construction  and/or 
acquisition  of  multi-tenant  ^>ecial  purpose 
space,  and  court  facilities. 

Lease  ConTersion  Program 

The  fiscal  year  1995  budget  reflects  GSA's 
efforts  to  reduce  the  cost  of  the  federal 
building  program  by  including  a  new  activity. 
Acquisition  of  Facilities,  in  which  the  most 
cost  effective  housing  alternative  will  be  sought 
at  the  time  of  procurement.  This  differs  from 
the  current  process  in  which  GSA  identifies  in 
advance  projects  which  should  be  acquired 
through  purchase,  construction,  lease-purchase, 
and  capital  or  operating  lease. 

This  justification  includes  23  rqnesentative 
candidates  for  federal  ownership  in  locations 
with  leases  expiring  in  the  next  few  years.  The 
leases  expire  in  different  cities  at  diffinent 
times,  each  with  their  own  unique  set  of 
circumstances.  Market  conditions  at  the  time 
of  procurement  will  determine  the  specific 
mc^od  through  which  the  housing  requirement 
will  be  met  The  Administrator  of  GSA  will 
identify  and  select  the  communities  and  leased 
facilities  best  suited  for  conversion  from  lease 
to  federal  ownership  based  upon  prevailing 
market  conditions  and  financial  circumstances 
suiq>orted  by  analyses  demonstrating  that  these 
candidates  for  acquisition  are  in  the  best 
interest  of  the  federal  government 

Funding  of  S999  million  is  requested  for 
converting  expiring  leases  to  federal  ownership 
by  acquiring  such  facilities  or  similar 
replacement  facilities.  The  facilities  may 
include  reasonable  accommodation  of 
expansion  needs. 
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General  Services  Administration 

PUBLIC  BUILDINGS  SERVICE 

CONCTRUCnON  AND  ACQUISITION 


Exhibit  21  provides  a  listing  of  some  of  these 
candidates.   GSA  may  select  other  locations 
that  are  not  listed.   Exhibit  22  provides  a 
description  of  the  listed  candidates. 

New  Construction 

This  account  will  also  fund  New  Construction 
projects,  previously  funded  from  the  FBF. 
Funding  of  $479  million  is  requested  for  the 
following  new  construction  projects: 

o    the  site  acquisition  and/or  advance  design 
of  two  new  U.S.  Courthouses 


Exhibit  23  provides  a  listing  of  new 
construction  projects  and  Exhibit  24  provides  a 
description  of  these  projects. 

Other  Exhibits 

o  Exhibit  25  -  New  Appropriation  Language 
and  Explanation 

o  Exhibit  26  -  Object  Classification 

o  Exhibit  27  -  Workload  Performance 


o    the  construction,  site  acquisition  and/or 
advance  design  of  six  new  U.S.  Courthouse  - 
Federal  Buildings 

o    the  construction,  site  acquisition  and/or 
advance  design  of  three  new  U.S.  Courthouse 
Annexes 

o  the  construction,  site  acquisition  and/or 
design  of  five  Border  Stations 

o  the  construction  of  a  U.S.  Geological 
Survey  Laboratory/Building 

o  site  and/or  design  funding  for  an  IRS 
computer  center,  an  annex  to  a  VA  payment 
center,  a  Federal  Complex,  and  for  the  U.S. 
Army  Foreign  Science  and  Technology  Center 

o  funding  for  non-prospectus  level 
construction  projects. 

Additional  funding  in  the  amount  of  $584 
thousand  will  be  requested  in  future  fiscal 
years  for  the  completion  of  those  new 
construction  projects  for  which  full  project 
funding  was  not  requested  in  fiscal  year  1995. 
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General  Services  Administration 
PUBLIC  BUILDINGS  SERVICE 

REAL  PROPERTY  ACTIVITIES 
CONSTRUCTION  AND  ACQUISITION 


Exhibit  25 


For  expenses,  not  otherwise  provided  for. 
necessary  to  construct  or  acquire  buildings  and 
sites  by  purchase,  condemnation,  or  as  otherwise 
authorized  by  law:  acquisition  of  options  to 
purchase  buildings  and  sites:  conversion  and 
extension  of  federally  owned  buildings: 
conversion  of  leased  facilities  to  federal 
ownership:  preliminary  planning  and  design  of 
projects  bv  contract  and  otherwise:  and 
construction  of  new  buildings  (including 
equipment  for  such  buildings')  in  the  aggregate 
amount  of  $1.478.690.000  of  which  (1)  not  to 
exceed  $479.690.000  shall  remain  available  until 
expended  for  construction  of  additional  projects 
at  locations  and  at  maximum  construction 
improvement  costs  (including  funds  for  sites  and 
expenses,  and  associated  design  and  construction 
services')  as  follows: 

New  Construction: 
Alabama: 

Montgomery.  Courthouse  Annex. 
S40.S47.000 
Arizona: 

Tucson.  Courthouse.  $12.241.000 
California: 

Santa  Ana.  Courthouse.  $25.193.000 
Colorado: 

Lakewood.  U.S.  Geological  Survey 
Laboratory/Building.  $25.802.000 
Florida: 

Orlando.  Courthouse  Annex. 
$7.724.000 


Georgia: 

Savannah.  Courthouse  Annex. 
$5.597.000 
Louisiana: 

Lafayette.  Courthouse.  $5.363.000 
Montana: 

Babb.  Border  Station.  $333.000 
Missouri: 

Kansas  City.  Federal  Building- 
Courthouse.  $84.895.000 

St.  Louis.  Courthouse.  $176.863.000 
North  Dakota: 

Pembina.  Border  Station.  $1 1.1 13.000 
Ohio: 

Cleveland.  Courthouse.  $30.048.000 
Pennsylvania: 

Erie.  Courts  Complex.  $3.335.000 
Texas: 

Austin.  VA  Annex.  $1.430.000 

Brownsville.  Federal  Building- 
Courthouse.  $6.361.000 

Laredo.  Courthouse.  $24.341.000 
Virginia: 

Charlottesville.  US  Army  Foreign 
Science  &  Technology  Center.  $4.178.000 
Washington: 

Blaine.  Border  Station.  $4.472.000 

Oroville.  Border  Station.  $1.483.000 

Point  Roberts.  Border  Station.  $698.000 
West  Virginia: 

Martinsburg.  IRS  Computer  Center. 
$7.547.000 
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PUBLIC  BUILDINGS  SERVICE 

REAL  PROPERTY  ACnVITIES 
CONSTRUCTION  AND  ACQUISITION 


Exhibit  25 


Nonproipectiu  conitnicrion  projecta. 

ProvidetL  Thtt  tV^  of  the  immedUtdv  foregoing 
limiti  of  co»u  on  new  constniction  projectj  mav 
be  exceeded  to  the  extent  that  Mvinga  ire 
effected  in  other  such  projects,  but  bv  not  to 
exceed  10  per  centum  unlcM  advince  notice 
thereof  is  transmjned  to  the  Committees  on 
Appropriations  of  the  House  ind  Senate  oft 
greater  amount:  Provided  further.  That  aP  funds 
for  direct  construction  projects  shall  expire  on 
September  30.  1996.  except  funds  for  projects  as 
to  which  funds  for  design  or  other  funds  have 
been  obligated  in  whole  or  in  part  pnor  to  such 
date    Provided  further.  Thtt  d«im«  ngninst  the 
Government  of  less  than  S250.000  arising  from 

difKt  wnanictign  projcat.  >nd  tcquiation  of 

buildings,  be  Uquidated  with  prior  notification  to 
the  Committees  on  Appropriations  of  the  House 
and  Senate  to  the  extent  savings  are  effected  in 
other  such  projects.  (2)  not  to  exceed 
S999.Q00.Q00  which  shall  remain  available  until 
expended  for  the  convCTsion  of  leased  facilities  to 
federal  ownership  bv  acquisition  of  such  facilities 
or  limilT  replacement  facilities  which  may 
iDClmlc  rcMOMblc  ic«?mm<?<l«tign  of  igmg 
expansion  needs.  Provided  further.  That  the 
Administrator  of  General  Services  shall  identify 
and  select  the  communities  and  lease  fadlitiet 
best  suited  for  conversion  from  lease  to  federally 
owned  facilities  based  upon  known  long  term 
programmatic  requirements,  prevailing  market 
conditions  and  financial  circumstances  supported 
bv  analyses  demonstrating  that  such  acquisition  is 


in  the  best  interests  of  the  federal  government. 
Provided  further.  That  funds  appropriated  ui>der 
this  heading  mav  be  transferred  between  the  new 
construction  and  acquisition  activities  to  the 
extent  necessarv  to  meet  program  requirement 
with  prior  notification  of  such  action  to  the 
Comnuttees  on  Appropriation  of  the  House  and 
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Explanation  of  New  Af^ropriation  Language  for  FY  1995 


For  fiscal  year  1995  GSA  is  proposing  to 
establish  a  new  account  that  will  provide  the 
necessary  funding  for  GSA  to  constnict  and 
acquire  facilities. 

The  Construction  and  Acquisition  account 
will,  through  direct  appropriations,  provide 
GSA  the  resources  to  construct  and/or 
acquire  through  other  methods  Federally- 
owned  space.  The  authorities  that  GSA  is 
proposing  in  tliis  language  are  similar  to  the 
authorities  previously  provided  in  the  Federal 
Buildings  Fund,  New  Construction  activity. 

Significant  differences  are  that: 

1)  associated  design  and  management  and 
inspection  services  are  funded  within  the 
amounts  made  available  for  each  line-item 
project.  In  previous  years  these  services 
were  fiinded  within  the  Design  and 
Construction  Services  activity. 

2)  the  threshold  for  the  settlement  of  claims 
without  providing  prior  notification  to  the 
Committees  on  Appropriations  has  been 
increased  from  $100,000  to  $250,000. 

3)  funding  is  requested  for  the  acquisition  of 
facilities  that  will  rq)lace  leased  space  in  the 
Acquisition  of  Facilities  activity.  The 
language  allows  the  Administrator  of  General 
Services  to  select  the  candidates,  based  on 
prevailing  market  conditions,  and  select  the 
method  of  fulfilling  the  need  with  notice  to 
the  Committees  on  Appropriations. 


4)  The  proposed  language  changes  the 
requirement  from  advance  'approval  is 
obtained  from"  to  'notice  thereof  is 
transmitted  to*  the  Committees  on 
Appropriations  for  project  escalation 
exceeding  ten  percent.  This  change  will 
allow  GSA  to  perform  its  program  in  a  more 
timely  and  responsive  manner.   Further,  the 
decision  by  the  Supreme  Court  in  INS  v. 
Chada  declared  the  practice  of  Congress 
delegating  its  approval  powers  to  a 
Committee  or  Committees  of  Congress 
unconstitutional. 

5)  The  proposed  language  allows  amounts  to 
be  transferred  between  the  New  Construction 
and  the  Acquisition  of  Facilities  activities  as 
deemed  necessary  to  meet  program 
requirements  by  the  Administrator  of  General 
Services  with  prior  notification  to  the 
Committees  on  Appropriations. 


C&A-I7 


185 


GcoermI  Services  Administration 
PUBLIC  BUILDINGS  SERVICE 


EzkiMM 


CONSraUCnON  and  ACQUISmON  of  FACIUnES 
OMf  atiow  b;  Object  CUm 

S(Thi«iM<i) 

FY1W3 

FYltM 
Carmt 

25  2     Other  S<mcn 
32.0    \jni  and  Mnictures 

• 

- 

I^S.264 
56J78 

Total  Obligaiioos 

- 

- 

U2 1.642 

C&A-lt 


186 


General  Services  Administration 

PUBLIC  BUILDINGS  SERVICE 

CONSTRUCTION  AND  ACQUISITION 

PERFORMANCE  AND  WORKLOAD  MEASURES 


ExhibH  27 


Constnictiaa  ind  Acquisitiao 

FY  1993 
Eftinute 

FY  1994 
Estinute 

FY  1995 
Estinute 

•.NewStnti 
DetigD  A  Cooftnictiao 
(#  of  Projocti) 

18 

27 

28 

b.  Under  Copgtructiop 

28 

33 

64 

(«  of  Pr<9CGti) 

c.  Coottructiaa  Obligatiani 
(SMillinni) 

S82 

Sl>40 

S2JT? 

Workload  includes  projects  previously  fiinded  by  the  Federal  Buildings  Fund  as  well  as  the 
Acquisition  of  Facilities  Program  in  the  Construction  and  Acquisition  Activity. 
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Wednesday,  February  23,  1994. 
Introduction 

Mr.  Hoyer.  The  Committee  will  come  to  order. 

At  the  outset,  before  we  have  testimony  from  GSA,  it  is  my  great 
privilege  to  once  again  welcome  a  very  distinguished  Member,  one 
of  the  deans  of  the  House  of  Representatives,  the  Chairman  of  the 
Judiciary  Committee,  former  Chairman  of  the  Government  Oper- 
ations Committee,  dean  of  the  Texas  delegation,  Sam  Raybum's 
chief  adviser,  the  Honorable  Jack  Brooks,  to  our  Committee. 

We  are  honored,  sir,  by  your  presence,  and  you  c£in  proceed  in 
any  way  you  would  like. 

Mr.  Brooks.  Thank  you  very  much,  Mr.  Chairman. 

I  would  like  to  submit  a  letter  on  behalf  of  Congressman  Conyers 
and  myself,  and  the  Ranking  Minority  Member  of  the  committee  on 
Government  Operations,  the  Honorable  Bill  Clinger  regarding  the 
need  for  FTS-2000  mandatory  use  language.  I  thought  I  would  per- 
sonally deliver  it. 

Mr.  HOYER.  That  was  nice  of  you. 

Statement  of  Chairman  Brooks 

Mr.  Brooks.  Mr.  Chairman,  I  appreciate  the  opportunity  to  bring 
several  issues  to  the  attention  of  this  subcommittee  concerning 
GSA's  use  of  1995  appropriations.  As  you  know,  my  interest  in  Fed- 
eral procurement  spans  42  years.  I  have  seen  every  possible  pro- 
Eosal  regarding  how  the  Federal  Government  should  conduct  its 
usiness.  And  every  few  years,  you  can  just  mark  it  down  on  your 
calendar,  the  same  proposals  are  circulated  regarding  the  need  to 
decentralize  the  government's  procurement  of  computers  and  tele- 
communications equipment  and  services,  commonly  known  as 
ADPE. 

In  1965,  I  authored  the  Brooks  Act,  which  provided  GSA  with 
extra  authority  to  procure  and  to  manage  and  to  oversee  govem- 
mentwide  ADPE.  Ix)ng  before  the  national  information  infrastruc- 
ture became  the  way  of  the  future,  the  Brooks  Act  was  already  pro- 
moting those  same  concepts. 

Now,  centralization  of  ADPE  procurements  achieves  tremendous 
savings  by  consolidating  purchases,  enhancing  the  government's 
ability  to  move  computerized  data  between  agencies,  promoting 
sharing  and  compatibility  across  the  government,  interoperability 
and  many  other  advantages. 

According  to  the  GSA,  the  Brooks  Act  has  saved  taxpayers  $26.4 
billion  since  enacted  in  1965.  And  while  it  may  not  seem  like  a  lot 
of  money,  $26  billion  every  few  years  does  help. 

Mr.  Hoyer.  Only  in  Texas  is  that  not  a  big  amount. 

Mr.  Brooks.  It  would  be  a  big  amount  dfown  in  Texas.  For  the 
national  government  it  is  small,  but  it  does  help.  But  fraud,  abuse, 
and  lack  of  competition  in  the  Federal  ADPE  procurements  still 
occur.  This  is  a  direct  result  of  the  GSA  abdicating  its  authority  to 
individual  agencies. 

Further,  many  of  the  complaints  about  the  length  of  time  re- 
quired for  ADPE  purchases  result  directly  from  faulty  internal 
agency  procedures,  not  GSA  procedures  or  restrictions. 
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To  curb  these  abuses,  GSA  needs  to  take  back  its  central  role  in 
procuring,  managing,  and  overseeing  ADPE  procurements  by  re- 
claiming its  authority. 

However,  the  GSA  seems  to  be  planning  to  hand  over  even  more 
of  its  authority  to  the  agencies.  This  will  take  Federal  procurement 
back  to  the  future,  where  inefficiency,  and  waste,  and  fraud 
abounded. 

I  believe  that  the  Brooks  Act  is  the  government's  best  defense 
against  such  squandering  of  the  taxpayers'  money.  Gutting  the 
Brooks  Act  now  would  be  like  abolishing  the  police  department  in 
response  to  a  crime  wave.  And  I  have  learned,  Mr.  Chairman,  that 
the  GSA  may  be  planning  to  do  exactly  that. 

In  his  testimony  yesterday,  Mr.  Johnson,  the  gentleman  from  Or- 
ange County,  California — wonderful  county,  raises  real  progressive 
people. 

Mr.  HOYER.  We  have  heard  of  it. 

Mr.  Brooks.  It  is  a  great  county.  Fortunately,  there  is  only  one 
of  it  in  the  world. 

But  Mr.  Johnson  stated  that  the  GSA  should  be  a  nonmandatory 
supplier  of  products  and  services.  And  this  is  in  direct  opposition 
to  the  Brooks  Act,  which  requires  the  GSA  to  be  the  sole  govern- 
ment supplier  of  computers  and  telecommunications  resources,  sub- 
ject to  delegations  for  smaller  purchases. 

I  would  like  to  highlight,  Mr.  Chairman,  the  most  troubling  pro- 
posals coming  out  of  the  GSA.  First,  GSA  appears  to  be  planning 
to  cut  personnel  levels  in  the  Information  Resources  Management 
Service,  known  as  IRMS,  charged  with  implementing  most  of  GSA's 
responsibilities  under  the  Brooks  Act.  It  would  be  difficult  to  view 
substantial  cuts  at  IRMS  as  anything  less  than  the 
disembowelment  of  the  critical  oversight  authority  established  by 
that  act. 

Second,  the  GSA  is  planning  large  increases  in  the  dollar  thresh- 
olds for  automatic  delegations  of  procurement  authority,  maybe  up 
to  $100  million,  who  knows,  and  exemptions  for  certain  acquisi- 
tions from  requirements  analysis  that  is  now  up  to  about  $2.5  mil- 
lion. They  want  to  exempt  some  areas  from  even  making  those. 

And  I  submit,  Mr.  Hoyer,  that  the  government  owes  its  taxpayers 
a  reasonable  analysis  of  its  requirements  and  possible  alternatives 
prior  to  proceeding  with  a  multi-million-dollar  procurement. 

In  addition,  the  GSA's  plans  to  exempt  purchases  of  commodities 
from  oversight  could  reasonably  cover  almost  all  government  ADPE 
purchases.  And  this  appears  to  be  just  another  weapon  in  their  de- 
termined effort  to  abdicate  GSA's  central  role  in  ADPE  procure- 
ments. 

Third,  the  GSA  is  contemplating  tinkering  with  the  protest  pro- 
cedures of  the  GSA  Board  of  Contract  Appeals.  Without  an  effective 
enforcement  mechanism.  Federal  agencies  would  be  able  to  ignore 
the  protections  built  into  the  Federal  procurement  system.  A  line 
item  for  the  board's  funding  appears  warranted. 

In  summary,  the  GSA  has  plans  to  exempt  just  about  everything 
but  the  kitchen  sink  from  the  Brooks  Act,  to  reduce  the  staff  sub- 
stantially, and  to  surrender  management  of  Federal  ADPE  acquisi- 
tions. 
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This  is  a  time  of  tremendous  ferment  in  Washington  regarding 
Federal  procurement.  Proposals  for  reform  have  come  from  all  di- 
rections. 

In  such  an  atmosphere,  there  is  some  danger  that  change  will  be 
embraced  for  the  sake  of  change  alone  while  the  real  problems  of 
procurement  process  go  unaddressed. 

Mr.  Chairman,  sometimes  short-term  savings  result  in  long-term 
costs,  which  increase  a  thousand  times  over.  We  had  that  same 
issue  in  the  system  by  which  bids  are  made  by  architects  and  engi- 
neers. The  government  has  a  requirement  that  they  be  qualified, 
and  that  then  out  of  those  three  they  would  have  a  price  work  out, 
not  as  the  old  system  was,  just  to  have  a  price  consideration  only, 
where  someone  such  as  you  and  I  get  an  engineering  license  from 
a  mail  order  school  in  Nashville,  and  we  just  submit  an  order,  then 
you  upgrade  it  or  cut  the  quality.  In  the  long  run,  those  kind  of 
bids  cost  the  government  a  fortune. 

Under  the  current  A&E  procurement  system,  the  government 
builds  buildings  that  will  last.  The  air  conditioning  works  the  third 
year  around,  it  doesn't  go  out  the  third  year  or  the  fourth  year  and 
you  have  to  replace  all  the  ducts,  all  the  expensive  work,  do  the 
flashing  over,  then  repaint  the  whole  blankety-blank  building. 

That  is  why  you  have  to  look  at  the  long  haul.  Simply  slapping 
a  label  of  reform  on  a  proposal  does  not  make  it  a  good  idea,  nor 
should  that  exempt  it  from  congressional  oversight. 

I  would  recommend  strongly  that  the  subcommittee  include  lan- 
guage in  the  report  reaffirming  Congress's  support  of  the  strong  yet 
flexible  Brooks  Act. 

Also,  Mr.  Chairman,  you  know  that  the  Treasury-Postal  Service- 
General  Cjovemment  Appropriations  bill  has  wisely  included,  with 
your  support  and  help,  a  provision  prohibiting  Federal  agencies 
from  using  any  appropriated  funds  to  bjqjass  GSA's  government- 
wide  FTS  2000  telecommunications  contracts.  I  strongly  support 
the  subcommittee's  continuation  of  that  wise  policy. 

FTS  2000  has  been  a  huge  success,  and  yet  it  is  only  halfway 
through  its  planned  life  cycle.  GSA  recently  reported  that  this 
model  Brooks  Act  procurement  will  net  taxpayers  $3  billion  in  sav- 
ings over  the  10-year  period.  The  National  Performance  Review 
praised  FTS  2000,  declaring  that  the  taxpayers  are  saving  a  bun- 
dle. The  President's  fiscal  year  1995  budget  includes  the  mandatory 
use  provision. 

The  inclusion  of  this  provision  is  even  more  critical  now  as  GSA 
is  really  innovative  now.  They  have  really  got  a  genius  running  it 
now.  The  computer  business  has  a  deep  hatred  for  anything  that 
the  GSA  ever  did,  you  can  tell.  All  GSA  wants  to  do  is  cut  the  staff 
and  the  funding  and  the  authority  and  give  it  all  away  to  people 
who  don't  want  to  use  it,  and  put  it  all  back  to  where  it  was  before 
the  Brooks  Act.  That  is  the  way  the  contracting  community  wanted 
it  in  the  first  place.  They  like  it  that  way.  It  leads  to  cronyism  and 
favoritism  and  fraud  and  abuse,  investigations  and  trouble,  and 
then  you  come  right  back  to  a  system  that  has  some  controls. 

But  anyhow,  what  they  want  to  do  about  FTS  2000,  it  works,  so 
they  are  going  to  change  it.  First,  they  did  prop>ose  terminating  the 
FTS  contracts  early,  and  I  don't  agree  with  such  a  prop)osal.  I  am 
very  happy  to  learn  that  they  apparently — and  I  say  apparently  be- 
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cause  I  don't  trust  them  that  far  anymore — that  the  GSA  is  recon- 
sidering its  position.  They  probably  want  to  do  away  with  it  earher. 
I  don't  know  which  way  they  will  go.  I  think  they  will  go  for  letting 
the  contract  run  out.  But  the  FTS  2000  contractors  competed  for 
a  10-year  contract,  and  the  government  should  honor  it. 

The  FTS  2000  competition  was  a  fascinating  thing.  There  were 
three  major  parties  involved,  and  their  partners,  Mr.  Hoyer.  The 
one  that  really  promoted  it  all  as  a  chance  to  get  in  and  work  on 
AT&T  to  get  part  of  that  contract  lost.  They  didn't  bid  low  enough. 
They  lost  and  didn't  get  a  thing — Just  the  breaks  of  the  game. 

And  they  have  been  a  pretty  good  sport  about  it.  They  have 
stirred  up  a  little  trouble,  but  they  have  been  pretty  reasonable. 

Mr.  HOYER.  Nothing  you  couldn't  handle? 

Mr.  Brooks.  No.  But  they  have  been  pretty  reasonable  about  it. 
They  understand.  And  so  at  the  end  of  10  years  when  this  contract 
comes  up,  those  three  and  maybe  six  others  can  all  bid.  And  if  the 
government  can  save  another  $3  billion,  it  will  be  worthwhile. 

I  would  just  say  that  they  are  also  working  on  a  deal  down  there 
in  the  Orange  County  GSA  and  Department  of  Defense  to  build  a 
combined  DOD-civilian  network  that  would  handle  all  tele- 
communications needs  of  all  Federal  agencies.  The  system  would  be 
designed  and  procured  by  the  DOD  in  conjunction  with  GSA.  It 
would  remove  GSA  from  the  network  management  business,  get 
them  out  of  it  altogether.  And  I  am  dead  set  opposed  to  a  DOD  pro- 
cured and  managed  system. 

The  Brooks  Act  provides  the  GSA  with  that  authority,  not  the 
DOD.  The  government's  communications  system  should  remain  in 
the  hands  of  a  civilian  agency.  I  don't  think  we  ought  to  turn  it  all 
over  to  the  Defense  Department.  I  think  that  would  be  a  fatal 
error. 

Mr.  Chairman,  I  appreciate  your  tolerance  and  letting  me  talk 
with  you.  I  would  be  happy  to  answer  any  questions  or  be  of  any 
help  that  I  could,  now  and  in  the  future,  as  I  start  my  campaign 
on  the  GSA.  I  believe  this  will  just  be  the  opening  gun.  I  don't  be- 
lieve I  have  finished  with  them.  Somehow  or  another,  I  don't  get 
that  warm  feeling  that  they  are  trying  to  help. 

Mr.  HOYER.  I  am  sure  that  will  be  reported  back. 

Mr.  Brooks.  I  want  them  to  feel  comfortable. 

IMPROVING  PROCUREMENT  PROCEDURES 

Mr.  Hoyer.  You  want  them  to  feel  something,  that  is  sure.  I 
guess  comfortable  is  in  the  eye  or  the  skin  of  the  beholder. 

Mr.  Chairman,  this  committee  always  appreciates  you  coming 
over  to  give  us  your  perspectives.  As  somebody  who  has  been  here 
for  almost  four  decades,  following,  as  you  pointed  out,  government 
process  and  procedures  with  an  eye  towards  making  government 
run  more  efficiently  and  precluding  fraud,  waste  and  abuse.  There 
is  nobody  in  the  House  who  has  done  more  than  you  have,  and  we 
very  much  appreciate  your  comments.  I  have  been  concerned,  and 
will  look  forward  to  discussing  this  with  you  further,  as  you  ob- 
served that  you  think  agencies,  not  the  GSA,  but  user  agencies 
have  been  the  problem  in  procurement  delays. 

Mr.  Brooks.  The  internal  operations  procedures  have  been  slow. 
If  you  want  something,  you  want  a  new  computer,  then  you  have 
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to  tell  your  manager  that  you  need  one,  he  has  got  to  tell  somebody 
else,  they  tell  somebody  else;  they  have  got  half  a  dozen  or  a  dozen 
steps  in  a  procurement  that  should  take  you  as  an  active,  hands- 
on  worker,  10  minutes  to  lay  out  the  issue  to  your  own  superior, 
who  should  be  able  to  approve  most  office-type  equipment.  And  it 
shouldn't  take  a  half  a  day  to  get  it  done,  if  they  will  just  stay  off 
the  coffee  break  and  pay  attention  to  it. 

Mr.  HOYER.  Now,  it  is  one  thing  to  criticize  the  Orange  County 
people,  but  now  when  you  are  talking  about  the  Federal  boys,  we 
have  got  to  be  very  careful,  Mr.  Chairman. 

Mr.  Brooks.  I  understand.  We  do  expect  performance. 

Mr.  HoYER.  We  all  do. 

Mr.  Brooks.  Some  of  them  I  think  are  working  on  the  other  side. 
And  I  want  to  be  sure  we  get  the  difference. 

Mr.  Hover.  What  you  and  I,  and  this  committee  wants  to  accom- 
plish is  to  make  sure — and  I  mentioned  this  yesterday — that  we 
don't  have  a  procurement  process  that  is  so  slow  in  purchasing 
high-tech  items,  that  they  are  out  of  date  by  the  time  we  get  them. 
In  addition,  we  don't  want  to  have  a  process  where  that  person 
that  you  referred  to  can  identify  an  off-the-shelf  item  that  is  fully 
satisfactory,  that  is  so  long,  again,  that  by  the  time  they  purchase 
it,  it  is  very  substantially  greater  than  the  off-the-shelf  item,  even 
if  we  get  a  5  or  10  percent  more  designer  perfect  package. 

I  know  you  are  concerned  about  that,  and  I  look  forward  to  dis- 
cussing that  with  you,  as  we  consider  these  proposals,  because  I 
think  we  both  want  to  accomplish  the  same  objectives. 

Mr.  Brooks.  I  really  don't  believe  that  the  GSA  is  that  slow 
about  delivering.  There  is  no  reason  for  them  to  be.  And  I  think 
it  is  the  agencies  that  have  delayed  the  process  of  getting  it,  and 
the  combination  works  well  for  the  people  that  are  against  the  sys- 
tem. You  can  just  multiply  that  and  stretch  one  out.  And  I  have 
seen  people  do  that  in  my  history.  They  are  pretty  devious.  They 
are  pretty  careful  about  setting  up  the  examples. 

And  when  we  passed  the  Brooks  Act,  everybody  was  against  it, 
and  the  same  people  now,  the  same  kind  of  industry  people,  the 
same  kind  of  people  have  got  their  brothers-in-law  in  the  business, 
he  is  a  pretty  good  friend,  they  like  him,  and  all  the  deals  come 
on.  It  is  just  an  open  invitation  to  inefficiency  and  fraud.  It  is  going 
to  be  a  very  interesting  discussion  on  this  GSA  operation. 

Because  they  have  just  turned  it  over,  they  have  turned  the  meat 
house  over  to  the  lions,  is  the  way  I  look  at  it.  And  I  want  to  get 
that  lion.  The  lions  will  die  when  shot.  And  I  think  that  something 
needs  to  be  done  about  it. 

I  think  the  people  that  work  there  are  doing  the  best  job  they 
can.  You  can't  blame  them.  And  I  don't.  It  is  the  management  that 
is  responsible  for  the  drift  of  the  GSA.  That  is  where  the  problem 
is.  And  you  have  stopped  them  in  the  past,  and  we  are  counting 
on  you  to  do  it  again.  It  is  important.  It  is  critical,  really. 

Mr.  HoYER.  I  think  this  good  cop/bad  cop  arrangement  is  going 
to  work. 

Mr.  LiGHTFOOT.  Which  one  of  you  is  which? 

Mr.  HOYER.  You  will  have  to  make  that  judgment. 

Mr.  Brooks.  It  depends  on  which  side  you  fall  out  on,  Mr.  Light- 
foot. 
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Mr.  HoYER.  Mr.  Chairman,  not  only  have  you  been  deeply  in- 
volved in  the  procurement  process  in  terms  of  the  rules  by  which 
it  is  done  including  oversight,  but  also  the  program  you  mentioned 
in  the  latter  part  of  your  statement:  FTS  2000.  You  testified  last 
year  you  have  been  very  diligent  and  vigilant  in  your  oversight  of 
the  FTS  contract. 

Did  you  by  any  chance  have  an  opportunity  to  see  this  article 
which  appeared  in  January,  by  Donald  E.  Scott,  who  retired  from 
GSA  last  week. 

In  the  article  he  says  he  was  in  charge  of  apparently  enforcing 
FTS  mandatory  use.  Mr.  Scott  now  is  in  the  private  sector,  working 
at  GTE  I  believe.  Anyway,  he  says  he  didn't  like  this  mandatory 
use  process  all  along. 

Mr.  Brooks.  Nobody  asked  him.  He  wasn't  in  charge  of  making 
the  policy.  And  he  is  not  now.  And  he  now  works  for  GTE.  Federal 
business  marries  with  the  Defense  Department,  for  which  it  runs 
the  worldwide  open-end  messaging  system.  So  he  wants  to  run  the 
worldwide  Federal  Government  telecommunication  system  as  well. 
He  is  fitting  right  in  with  them. 

Mr.  HoYER.  Do  you  remember — I  am  going  to  ask  GSA  as  well — 
do  you  remember  his  making  any  comments  at  any  time  on  this 
issue? 

Mr.  Brooks.  No.  Never  heard  him  say  a  word  about  mandatory 
use,  being  for  or  against  it.  Really,  it  never  came  up,  I  never  con- 
sidered what  he  thought  about  that.  I  figured  that  was  a  hallmark 
of  the  legislation. 

Mr.  Hoyer.  I  want  to  tell  you  frankly,  and  anyone  in  the 
room 

Mr.  Brooks.  Here  is  another  one.  You  have  got  this  marked:  "It 
certainly  seems  to  me  that  shorter  term  contracts,  perhaps  more 
contracts  than  the  two  awarded  in  the  FTS  would  enable  govern- 
ment to  track  this  dynamic  market  much  better." 

Yes,  well,  he  just  got  awful  smart  after  it  was  all  done.  Where 
was  he  when  we  were  trying  to  get  that  all  set  up?  Sitting  on  his 
can  somewhere  drawing  his  pay.  The  companies  were  all  upset, 
AT&T  was  upset,  Sprint  was  about  to  have  kittens,  MCI  was  going 
to  die  in  the  street  if  they  didn't  get  to  do  it,  and  the  GSA  said, 
No,  we  don't  want  to  do  anything. 

So  I  told  them  that  the  equitable  way  would  be  to  have  an  open 
bid  and  let  whoever  was  the  low  bidder  get  60  and  the  next  one 
get  40,  give  them  a  10-year  contract.  It  was  time  for  them  to  pay 
out  and  it  has  saved  the  government  $3  billion. 

Now,  at  the  end  of  10  years  they  will  rebid  the  contracts.  There 
was  a  rebidding  in  the  middle  of  this  contract.  They  provided,  not 
a  rebid  but  a  renegotiation  of  the  amounts  because  the  technology, 
if  it  moves  very  rapidly,  as  it  is,  may  reduce  the  cost  of  those  serv- 
ices, and  the  government  should  get  a  part  of  that  reduction. 

And  that  is  the  way  to  do  it.  It  is  a  good  system  and  has  worked 
very  well.  You  would  have  thought  that  the  world  was  going  to 
come  to  an  end  when  the  two  vendor  approach  was  announced  for 
the  FTS  2000  contracts  because  AT&T  said,  "Why  should  we  do  it? 
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We  have  got  it  all  now.  We  don't  need  any  changes.  Let's  just  stay 
with  what  we  have  got." 

But  they  agreed  that  it  was  equitable  to  bid  it,  and  no  one  was 
unpleasant  about  it  in  the  final  analysis. 

As  a  final  note  my  staff  informs  me  that  we  can  supply  Don 
Scott's  statements  supporting  mandatory  use  while  he  was  at  GSA, 
for  the  record. 

Mr.  HOYER.  Good.  I  would  like  to  have  that. 

Mr.  Brooks.  I  am  just  not  familiar  with  it.  I  don't  remember.  | 

Mr.  HOYER.  I  just  saw  this  yesterday. 

Mr.  Brooks.  It  is  a  good  point. 

[The  information  follows:] 
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JACK  BROOKS  "~- "" 

iTa  «.M>  t.u.  JUDICIARY 


"^^^  Jfyouit  of  Eepretentatibm 

OlaftinBtM.  B€  20515 
February  28,    1994 


nt«  Honorable  Steny  Hoyer 

Chairman 

SubcoHBittee  on  Treasury,    Postal  Service,   General  GovernBent 

House  CoMHlttee  on  Appropriationa 

H-164,    The  Capitol 

l(ashin9ton,    D.C.      20515 

Dear  Mr.   Chairman: 

I  appreciated  having  the  opportunity  to  testify  before  the 
Subcommittee  recently  on   Issues  relating  to  the  General  Services 
Administration    (GSA) .     As  you  requested,    I  have  attached  a  copy 
of  several  statements  by  Mr.    Donald  Scott,  while  he  vas  Associate 
Administrator  for  FTS  2000,    expressing  unqualified  support  for 
"mandatory  use"  of  FTS  2000.        His  recent  statement  opposing 
"mandatory  use"  was  made  as  an  employee  of  GTE. 

I  also  appreciated  the  discussion  we  had  at  the  hearing 
regarding  delays  in  Federal  AOPK  procurements.      I  share  your 
concerns  that  there  are  delays  in  some  ADPE  procurements.      The 
contention  that  the  Brooks  Act  plays  a  major  role   in  those 
delays,  however,    is  based   largely  on  unsupported  anecdotes. 
Much,    if  not  all,   of  the  delays  in  AOPE  procurements  can  be 
traced  to  burdensome  agency  "red  tape,"   failure  to  conduct 
adequate  planning  and  to  define  requirements,   and  failure  to 
follow  Federal  procurement  laws  and  regulations,    resulting  in 
protests . 

I  realize  that  the  Brooks  Act  frequently  is  a  source  of 
complaints  from  some  Federal  agencies.      When  the  Brooks  Act  has 
been  studied  by  objective,    disinterested  professionals,   however, 
it  stands  up  very  well  against  its  critics.     For  example,    a   few 
years  ago,   the  General  Accounting  Office   (GAD)    studied  the 
Department  of  Defense's  use  of  the  so-called  "Narner  Amendment," 
which  exempts   the  Department   of  Defense's    (DOO)    procurement  of 
certain  types  of  AOPE  equipment  and  services  from  the  Brooks  Act. 
The  GAO  report    (GAO/IMTEC   -86-29)    determined  that  there  was 
"little  difference"  between  Warner  Amendment  and  Brooks  Act 
procurements   in  the  acquisition  procedures  followed  and  total 
time  needed  to  complete  procurements. 
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The  Honorable   Steny  Hoyer 
Page  Two 
February  28,    1994 


There   is  an   inscription  in  one  of  John   P.    Kennedy's 
notebooks,    "Don't  ever  take  down  a   fence,    until  you  )um>w  the 
reason  why   it  was  put  up."     The  Brooks  Act   for  aany  years  has 
served  the  taxpayers  well  as  a   fence  against  waste  and  abuse   In 
Federal  ADPE  procurements.      I  deeply  appreciate  the  subetantlal 
effort  you  have  sade  to  work  with  Be  and  others   in  the  Congress 
who  want  to  ensure  that  the  taxpayers  continue  to  benefit   froa 
the  Brooks  Act   for  years  to  coae. 


Sincerely,       I 


Attachaent 


aincereiy,         i« 
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FEDERAL  PROPERH  AND  ADMINISTRATIVE 
SERVICES  AUTHORIZATION  AQ  OF  1991 

HEARINGS 

BEFORE  THE 

LEGISLATION  AND  NATIONAL 
SECURITY  SUBCOMMITTEE 

OF  THE 

COMMITTEE  ON 

GOVERNMENT  OPERATIONS 

HOUSE  OP  REPRESENTATIVES 

ONE  HUNDRED  SECOND  CONGRESS 

SECOND  SESSION 

ON 

H.R.  3161 

TO  AUTHORIZE  FUNCTTIONS  AND  ACnvmES  UNDER  THE  FEDERAL 
PROPERTY  AND  ADMINISTRATIVE  SERVICES  ACT  OP  1949,  TO  AMEND 
LAWS  RELATING  TO  FEDERAL  PROCUREMENT.  AND  FOR  OTHER  PUR- 
POSES 

AND 

S.260 

TO  PROVIDE  FX)R  THE  EFnCIENT  AND  COST  EFFBCTIVE  ACQUISITION 
OF  NONDEVELOPMENTAL  ITEMS  FOR  FEDERAL  AGENCIES,  AND  FOR 
OTHER  PURPOSES  .  n 

OCTOBER  29  AND  31,  1991 


Printed  for  the  use  of  the  Committee  on  Government  Operations 
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^^ivtKBB.  We  have  Mr.  Scott  here. 
^Ir  Austin.  Yes,  sir. 
^^Ar.  CoNYKRS.  You  have  never  been  before  this  committee  before. 
^    Mr.  Austin.  No,  sir,  we  have  not  had  a  chance. 
Mr.  CoNYBRS.  First  time. 
Mr.  Austin.  Yes,  sir. 

Mr.  CoNYERS.  Don't  you  think  it  would  be  better  if  we  let  him 
come  up  when  vou  are  not  here  and  we  will  have  him  by  ourselves? 
Wouldn't  that  be  better?  He  comes  here,  and  he  is  sitting  next  to 
the  head  of  GSA. 

Mr.  Austin.  Well,  Mr.  Chairman,  certainly  it  is  your  prerogative 
to  suggest  whatever  form  you  would  like  to  have. 

Mr.  CoNYERS.  Let's  bring  him  up.  Let's  see  how  he  sounds  before 
this  committee. 
Mr.  Austin.  Would  vou  like  for  me  to  step  down,  sir? 
Mr.  CoNYERS.  No,  that  is  all  ri^ht,  since  you  are  both  here.  We 
will  probably  have  a  special  heanng — FTS,  $25  billion  worth,  that 
is  worth  a  special  hearing.  We  can  spare  a  few  hours  for  him. 

Mr.  Scott,  this  is  the  single  biggest  part  of  GSA.  We  have  had  a 
lot  of  trouble  here,  and  you  havebeen  designated.  We  have  had  to 
accept  the  resignations  of  a  few  people  to  get  to  you.  Back  when 
Jack  Brooks  was  Chair,  this  concept  started  off.  It  is  a  long  time 
coming.  It  is  suoposed  to  be  state-of-the-art.  And,  last  April,  there 
were  problems  that  threatened  to  sink  the  entire  program,  and  we 
understand  you  have  turned  all  this  around  and  everything  is  OK 
now. 

Mr.  SooTT.  Thank  you,  Mr.  Chairman,  for  allowing  me  to  come 
and  visit  with  vou  and  Mr.  Horton.  No,  it  is  not  all  fmished,  sir, 
but  we  are  worJcing  very  diligently. 
Mr.  Horton.  Mr.  Chairman,  would  you  yield  for  a  moment? 
Mr.  Scott,  tell  us  a  little  bit  about  your  background.  I  don't 
hapf)en  to  have  a  r^um^  in  front  of  me.  I  have  seen  one,  but  give 
us  a  little  background.  Perhaps  you  might  tell  us  exactly  what 
your  mission  ana  your  goal  is. 
Mr.  Scott.  Thank  you,  Mr.  Horton. 

I  have  spent  over  30  years  in  the  telecommunications  business, 
about  half  of  it  as  a  civilian  employee  of  the  military  as  a  systems 
engineer  for  about  15  years,  developing  military  strategic  commu- 
nications systems. 

1  came  to  Washington  in  the  middle  1970's  and  worked  on  the 
old  FTS  for  General  Services  Administration,  spent  about  5  years 
with  GSA,  in  central  office  in  that  assignment,  and  as  the  Assist- 
ant Regional  Administrator  in  Forth  Worth  for  the  old  ADTS, 
Automated  Data  and  Telecommunications  Service. 

Then  about  10  years  ago,  I  came  back  to  Washington  as  the  Di- 
rector of  Telecommunications  at  the  Department  of  Energy  and 
■pent  most  of  my  time  with  Energy  in  that  role.  I  might  say  that 
during  that  time  we— -and  I  incluoe  myself  in  that— conceived  the 
idea  of  the  FTS  2000.  I  was  a  heavy  participant  firom  an  agency 
viewpoint  in  that  process.  I  served  on  the  committee  that  advised 
the  Administrator  of  GSA  on  Uie  procurement  itself. 

I  have  since  served  on  the  Interagency  Management  Council 
which  you  folks  put  into  place,  and  then  I  was  very  fortunate  to 
have  been  selected  for  this  position.  I  know  it  has  been  a  very  dioey 
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process,  and  I  realize  it  has  not  had  totally  smooth  times.  It  is  a 
great  challenge,  and  I  feel  very  honored  to  be  a  part  of  it,  the  kind 
of  a  culmination,  I  think,  in  my  career  is  to  be  able  to  participate 
in  this  and  be  a  part  of  it,  and  I  am  very  happy  to  be  m  this  job. 

I  might  say  just  a  few  words  about  some  of  the  objectives  that  I 
have  set  for  myself  and  the  program.  I  would  like  to  provide  inte- 
grated effective  program  management  for  the  FTS  2000. 

Secondly,  I  would  like  to  fulfill  the  agreement  that  this  commit- 
tee established  with  GSA  and  with  the  vendors  in  the  21-point 
agreement  that  was  made  between  this  committee  and  former  GSA 
Administrator  Terry  Golden  and  the  vendors. 

I  would  like  to  provide  high  quality  service  to  our  users.  I  would 
like  to  insure  that  FTS  2000  prices  are  no  more  expensive  than 
folks  can  buy  the  services  for  elsewhere,  that  the  vendors  are  treat- 
ed fairly  in  all  of  our  dealings  with  them,  and  I  would  like  to  pro- 
yide  costrefTective  management  of  the  GSA  program. 
^^'    1  want  to  insure  compliance  with  the  FTS  2000  mandatory-use 
I     legislation,  and  I  want  to  maintain  open  communications  with  the 
I     Confess,  other  Federal  agencies,  0MB,  and  the  public,  and  insure 
I      participation  by  the  F^eral  agencies  not  only  as  users  but  as  par- 
1     ticipants  with  us  running  the  program,  and  to  insure  that  problems 
Wand  issues  that  you  folka  brimf  about  are  resolved  in  a  timely  wav. 

Mr.  CoNYERS.  Well,  I,  at  first,  was  disappointed  in  your  back- 
ground, because  I  thought  there  was  going  to  be  a  heavy  wheeler- 
aealer  that  could  come  in  and  work  out  the  differences  between 
AT&T  and  Sprint  that  had  the  respect  of  all  of  these  multinational 
corporations.  I  am  probably  glad  we  didn't  get  that  in  the  end. 
That  could  have  been  ruinous. 

You  seem  to  come  out  of  a  government-military  mode,  and  don't 
have  too  many  leanings  one  way  or  the  other  so  that  you  may,  in  a 
more  impartial  way,  be  able  to  discharge  the  very  complex  respon- 
sibilities that  are  involved.  And  I  hope  that  you  can. 

One  of  the  things  that  we  haven't  been  doing  a  good  job  on 
within  the  administration  is  having  accountability  for  performance 
and  setting  goals.  Now,  we  want  to  review  that,  not  here  today,  but 
I  just  wanted  to  tell  you  now  that  is  where  we  are  coming  firom, 
and  it  is  going  to  be  very  important  that  we  set  these  goals  and 
that  you  try  to  make  them  as  effectively  as  you  can,  or  that  there 
be  a  good  explanation  about  why  that  isn't  the  casa 

Mr.  Austin,  we  had  a  regional  office  in  the  Oakland  area  in 
which  we  had  a  minority-owned  telecommunications  firm  in  the 
Aggregated  Switch  Procurement  program  [ASP],  and  we  have  had 
all  kinds  of  problems  about  that.  We  brought  it  to  the  attention  of 
GSA,  and  they  have  now  been  meeting  to  find  out  how  the  small 
and  minoritv-owned  telecommunications  business  can  fit  into  that, 
and  I  hope  that  that  is  done  on  a  national  basis. 

We  hope  that  vou  routinely  anaWxe  the  opportxinities  for  a  small 
mihori^-owned  Susineas  in  all  of  these  procurements,  and  we  don't 
want  them  to  have  to  be  coming  to  us  and  then  we  go  to  you  for 
them  to  even  set  in  the  door.  I  need  you  to  monitor  that  part  of 
your  responsibuities  with  great  care. 

Mr.  Austin.  Mr.  Chairman,  let  me  say,  as  to  that  specific  issue, 
in  the  Oakland  areap— of  course,  that  is  the  new  Federal  building 
we  are  building  there  in  Oakland.  We  have  an  excellent  contractor. 
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We  have  excellent  small  and  small  disadvantaged  business  pro- 
grams in  place,  this  particular  section  of  it  being  the  ASP  integrat- 
ed switch  was  a  subcontracting  component  to  the  prime  contractor. 
It  was  not  dealt  with  as  a  separate  entity  at  that  juncture.  We 
have  now  gone  back  and,  in  fact,  I  believe  Mr.  Olson  from  my  shop 
is  talking  with  the  people  in  Oakland  now  to  see  what  we  can  do. 

Overall  on  that  project,  I  would  be  more  than  happy  to  share 
tho0e  numbers  with  vou  at  a  later  date,  sir.  I  think  you  would  be 
very  pleased  with  what  we  were  able  to  accomplish  there  in  the 
small  and  small  disadvantaged  business  area  very  similar  to  what 
we  did  in  Chicago. 

Mr.  CoNYERS.  Well,  that  is  very  helpful  because  the  IRS  building 
in  Detroit,  which  is  a  negotiated  contract,  holds  great  promise,  and 
we  have  been  comparing  that  with  the  Veterans  Administration 
Hospital  building  which  was  a  concealed  bid  operation.  But,  it  is 
very  hard  to  have  sealed  bids  where  you  get  into  several  hundred 
million  dollars'  worth  of  contracting  and  you  open  up  the  enve- 
lopes, and  there  you  are  subject  to  the  confirmation  of  the  num- 
bers. I  think  that  the  negotiated  process  has  been  very,  very  help- 
ful. 

Mr.  Austin.  As  you  know,  Mr.  Chairman,  we  now  have  the  re- 
quirement that  they  provide  us  with  their  small  and  small  disad- 
vantaged business  programs  prior  to  the  evaluation  of  the  awards 
and  the  negotiated  bid  process,  which  I  think  speaks  to  that  proc- 
ess very  well. 

Mr.  CoNYERS.  Mr.  Horton. 

Mr.  Horton.  Thank  you,  Mr.  Chairman. 

I  want  to  thank  both  of  you. 

I  especially  want  to  say  to  Mr.  Scott,  vou  have  got  a  very  impor- 
tant responsibility,  and  as  I  understana  it  already  since  you  have 
been  on  board,  which  has  not  been  long,  you  have  been  able  to 
effect  some  action  that  I  think  has  been  very  helpful  as  far  as  this 
FTS  2000  is  concerned. 

I  want  you  to  understand,  you  have  got  the  full  backing  of  this 
subcommittee  and  this  committee.  I  am  sure  you  have  the  support 
of  the  Administrator.  In  a  sense,  you  are  the  coordinator,  the  major 
force  in  making  sure  that  this  FTS  2000  works  and  operates.  I 
know  it  is  a  tremendous  responsibility,  but  I  want  you  to  know  that 
you  have  a  lot  of  support  for  your  efforts. 

As  I  see  your  job,  you  are  the  expert  in  making  certain  that  the 
FTS  2000  is  put  in  place  effectively  and  it  carries  out  the  mandates 
of  the  Congress  in  the  contract,  which  is,  basically,  60-40  division. 
There  is  a  new  period  of  competition  coining  up  shortly,  and  I  am 
sure  you  are  working  hard  with  that. 

I  think  at  some  point  the  chairman  and  I  would  benefit  by 
having  an  opportunity  to  meet  with  you  on  a  personal  basis  just  to 
go  over  generally  some  of  the  effort*  that  you  are  taking  to  make 
certain  that  that  contract  is  operating  and  it  is  saving  money. 

It  is  my  understanding  that  large  amounts  of  money  are  being 
saved  as  a  result  of  the  contract,  but  we  do  need  to  have  somebody, 
and  you  are  the  one  who  has  that  responsibility,  and  I  think  with 
vour  background  and  your  experience,  at  least  you  can  talk  the 
language,  as  I  understimd  it,  and  that  is  very  important  in  dealing 


200 


TREASURY,  POSTAL  SERVICE,  AND  DENERAL 
GOVERNMENT  APPROPRIATIONS  fOR  . . .  , 

FISCAL  YEAR  1994  iv"^^^^^^^ 


.:k 


HEARINGS 


'""     y     ■  BEFORE  A  '.•-,..'"!'  '  .  ■ 


.     >  ,    SUBCOMMiraE  OF  TI^  y],     i^.^',;. 

COMMTTBE  ON  APPROPRIATIONS  'f 
HOUSE  OF  REPRESENTATIVES    , 

ONE  HUNDRED  THIRD  CONGRE^'^  \  ^ 


'/ 


FIRST  SESSION         ;>    \;     .-     .        .; 

'/      -      .-  ^     , 

SUBCOMMITTEE  ON  THE  TREASURY.  POSTAL  SERVICE,  AND  GENERAL 

GOVERNMENT  APPROPRUTIONS      .       '  ^ 

STENY  H.  HOYER,  Maryland.  Chatrman 

PETER  J.  VISCLOSKY.  Indiana       .  JIM  UGHTFOOT.  kma     -^      \    " 

GEORGE  (BUDDY)  DARDEN.  Geot«ia-  FRANK  R  WOLF,  Virginia 

JOHN  W.  OLVER,  MaaMrhusetta  ERNEST  J.  ISTOOK.  Ja^  OidalHma 
TOM  BEVILL.  AUbama  ,-  _ 

MARTIN  OLAV  SABO,  MinwnU  ^       \ 

~  C  WnjLtAM  SioTH,  EuzAanii  K  Pmuin.  RoavN  C  BxaoN.  and  JcmafBi  Mukmbr. 
_   ^  Sta/f  AjntlonCi  .  | 


' 


-.    ,.^   /.     PARTS    '      ,,     ^J^,:: 

GENERAL  SERVICES  ADMINISTRATION 


\    f 


,>    >  .  '-  .  '  •   %  •         ■  .       -^V.'.  :  >  ' 


i 


<t  \       .  f  \ 


\ 


.,  v.-, 


■.••'-■,  •        •  -       v> 

Printed  for  the  use  of  the  Committee,  od  Appropriation 


201 


TmnwDAY,  AnuL  22.  1993. 
GENERAL  SERVICES  ADMINISTRATION 

WITNESSES 

DONALD  E.  SCOTT.  ASSOOATE  ADMINISTRATOR.  OFTICB  OF  PTS  MOO 

WILLIAM  P.  CUNNANE.  DEPUTY  ASSOCIATE  ADMINISTRATOR,  OFFICE  OP 
FTS2000 

Introduction  or  GSA 

Mr.  HoYXR.  I  am  going  to  ask  GSA  to  oome  forward.  I  apologize 
for  not  being  able  to  be  here  for  the  entire  hearing.  Ap{>earing  for 
GSA  is  Donald  Scott,  the  Aaaociate  Administrator  of  the  FTS  2000 
office,  and  William  Cunnane,  who  is  the  Deputy  Anociate  Adminis- 
trator  of  the  FTS  2000  office,  and  Mr.  Scott,  please  proceed. 
Mr.  Scott.  I  will  depart  from  my  prepared  statement 
Mr.  HoYKR.  Your  prepared  statement  will  be  included  in  full  in 
the  record. 

Summary  Statement  or  Mr.  Scott 

Mr.  Scott.  Thank  vou  and  I  will  try  to  comment  on  issues  that  I 
saw  were  highlights  here  this  morning  and  try  to  leave  a  few  min- 
utes for  questions  for  you,  sir.  I  appreciate  the  opportunity  to  me«t 
you. 

lere  are  a  couple  points  I  want  to  make  from  my  prepared  tes- 
timony as  to  why  mandatory  use  is  of  benefit  to  the  program.  It 
provides  the  benefits  of  economies  of  scale  to  the  smallest  as  well 
as  the  largest.  There  are  lots  of  small  agencies  around  the  govern- 
ment. 

It  becomes  not  only  very  difficult  for  them  to  acquire  services, 
but  if  they  go  out  on  their  own,  they  won't  get  the  benefits  of  the 
economies  of  scale  that  we  all  have  in  the  government  as  a  whole 
through  FTS  2000. 

It  streamlines  the  acquisition  and  implementation  of  telecom- 
munication services  for  the  government  If  we  don't  do  that  we 
end  up  with  huge  amounts  of  staff  across  the  government  perform- 
ing the  acquisition  and  management  functions.  The  procurement 
process  is  not  a  simple  matter  today  and  we  are  going  to  incur  very 
large  costs  with  trying  to  implement  telecommunications  services 
in  a  fragmented  approach. 

And  following  on  to  that,  the  type  of  skills  we  need  to  do  these 
things  are  critical,  they  are  technicJed  skills  and  procurement  skills. 
They  are  critical  in  government  they  are  scarce  as  it  is.  It  be- 
hooves us  to  leverage  those  as  best  we  can. 

Inter-opwration  among  agencies  is  a  great  big  thing  these  days. 

Interoperability  across  agencies  becomes  a  very,  very  difTicult 
task  if  it  is  permitted  to  go  fragmented.  And  last  but  not  least 
mandatory  use  reduces  the  risks  of  these  vendors  when  they  were 
proposing,  and  it  has  been  said  two  or  three  times  before,  all  the 
vendors  insisted  that  in  order  to  invest — some  spent  as  much  as 
$100  million  to  put  these  proposals  together,  they  needed  some  as- 
surance for  the  marketplace  to  go  forward  with. 
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I  will  just  make  a  couple  of  comments  that  came  from  the  discus- 
sion this  morning.  And  I  will  use  your  terms,  Mr.  Chairman.  You 
were  talking  about  the  nub  of  the  argument  and  where  that  came 
from.  I  will  point  out  to  you,  and  the  issue  that  you  were  getting  to 
was  about  economies  of  scale  and  what  happens  with  that  We  had 
a  competition.  We  had  a  competition  among  three  vendors.  Other 
vendors  did  not  choose  to  enter  the  competition.  We  had  a  fair  and 
open  competition. 

AT&T  and  Sprint  were  the  winners  in  that  competition.  We  let 
the  competitive  process  decide,  and  we  entered  into  10-year  con- 
tracts with  these  vendors.  It  is  written  into  the  contracts  that  these 
are  mandatory  services.  So  the  government  made  a  commitment  to 
that  and  I  would  submit  that  we  ought  to  continue  to  maintain 
that  commitment,  a  commitment  that  all  the  vendors  in  the  compe- 
tition asked  for. 

Now,  just  a  couple  other  points  that  I  think  might  help  in  clarifi- 
cation. With  FTS  2000,  we  are  not  trying  to  be  out  at  the  leading 
edge  of  technology.  We  are  trying  to  offer  services  most  commonly 
used  by  the  agencies,  those  that  are  available  commercially,  at  a 
good  price.  That  is  our  objective.  We  don't  try  to  do  everything  for 
every  agency. 

It  has  been  alleged  a  time  or  two  this  morning  that  we  inhibited 
agencies  from  innovating.  If  we  don't  offer  the  services  on  FTS 
2000,  we  permit  the  agencies  to  go  on  their  own  to  obtain  the  serv- 
ices with  a  proviso  that  if  at  some  future  tune  the  service  becomes 
available  on  FTS  2000,  then  they  will  be  obligated  to  take  the  serv- 
ice whenever  their  contract  runs  out  or  it  otherwise  becomes  cost 
efTective  for  the  Government.  We  don't  try  to  offer  every  service 
and  we  don't  hinder  the  agencies  from  innovating. 

On  enhancements,  and  the  issue  that  was  discussed  up  here  was 
what  is  the  basis  for  the  protest.  The  basis  for  the  protest  is  the 
vendors  are  contending  that  the  enhancements  are  beyond  the 
scope  of  the  contract.  A  lot  of  people  spent  a  lot  of  time  thinking 
about  how  these  contracts  ought  to  be  constructed,  realizing  that 
technology  would  change  over  the  10  years  and  the  contracts  ought 
to  be  permitted  to  be  enhanced  as  new  services  become  available 
and  are  required  by  the  Government  We  think  it  is  proper,  but 
that  is  the  basis.  They  allege  that  it  is  not  within  scope. 

I  think  I  will  leave  the  remainder  of  the  time  for  you  to  ask 
questions. 

[The  sUtement  of  Mr.  Scott  follows:] 
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General  Services  Administration 

Office  of  FTS2000 

Washington,  DC  20405 


SEP  2  I   1992 


The  Honorable  John  Conyers,  Jr. 

Chairman 

Committee  on  Government  Operations 

House  of  Representatives 

Washington,  DC  20515 

Dear  Mr.  Chairman: 

I  am  writing  to  express  my  appreciation  for  the  continuing 
support  you  have  provided  for  the  Federal  Telecommunications 
System  2000  (FTS2000)  program  and  to  bring  you  up  to  date  on  the 
progress  of  Price  Redetermination/Service  Reallocation  (PR/SR) . 
Your  vision  of  the  FTS2000  goals  and  your  perseverance  in 
pursuing  those  goals  have  provided  us  opportunities  to  keep  the 
program  on  track  and  ensure  its  success. 

In  November  1991,  shortly  after  my  appointment  as  the  Associate 
Administrator  for  FTS2000,  we  reported  on  General  Services 
Administration's  (GSA's)  efforts  to  enhance  the  operation  of  the 
FTS2000  program.   We  indicated  that  one  of  the  areas  which  would 
receive  priority  attention  in  the  coming  year  was  FTS2000  prices, 
in  particular,  PR/SR. 

We  have  been  preparing  for  PR/SR  as  provided  for  in  years  four 
and  seven  of  the  contracts,  since  contract  award.   This  process 
is  intended  to  ensure  that  the  Goverrunent  continuously  receives 
the  best  prices  over  the  life  of  the  FTS2000  contracts.   The 
final  document  soliciting  new  prices  for  the  upcoming  PR/SR  was 
issued  in  February  and  the  final  offers  were  received  in  mid- 
August.   We  are  completing  a  preliminary  evaluation  of  the 
offered  prices.   Further,  as  required  by  the  PR/SR  document,  the 
new  prices  inclusive  of  any  value-added  services  should  be  below 
the  lowest  possible  commercial  prices.   Coupled  with  our  er^hanced 
Publicly  Available  Price  Cap  (PAP  Cap)  mechanism,  we  will  ensure 
that  prices  remain  comparable  to  commercial  prices  for  all 
FTS2000  services. 

We  intend  to  advise  you  of  the  final  results  in  early  October, 
with  a  public  announcement  to  follow.   The  new  prices  will  become 
effective  December  7,  1992.   Our  next  step  will  be  to  undertake  a 
rigorous  analysis  and  to  prepare  a  report  on  the  cost 
effectiveness  of  FTS2000  using  the  new  prices. 
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The  Congress  is  about  to  decide  whether  to  enact  the  mandatory 
use  provision  that  the  President  has  requested.   Knowing  that 
PR/SR  coupled  with  the  enhanced  PAP  Cap  mechanism  will  achieve 
the  FTS2000  program  goals  Is  an  Important  consideration  for  that 
decision.   The  overarching  public  policy  direction  represented  by 
the  mandatory  use  legislation  is  something  more  than  a  legal  or 
contractual  issue.   This  legislation,  joined  In  by  the  Congress 
and  President  together,  Is  the  public  policy  underpinning  of  this 
program.   FTS2000  is  a  Government  reform  initiative  which  has 
worked  more  successfully  than  anyone  ever  imagined,  saving  the 
taxpayer  over  $500  million  to  date.   If  we  are  to  build  on  this 
success  for  the  future,  renewal  of  the  mandatory  use  legislation 
is  absolutely  critical.  , 

I  would  like  to  again  thank  you  for  the  continuing  commitment  and 
support  you  have  provided  to  the  FTS2000  program.  If  you  or  your 
staff  have  any  questions,  please  contact  me  on  (202)  208-7493. 

Sincerely,      ^ 


laldi'E./gdott 
Associate  Administrator 
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nastington.  BC  20515 

February  10,  1994 


The  Honorable  Steny  H.  Hoyer 

Chairman 

Subcommittee  on  Treasury,  Postal  Service,  General  Government 

Committee  on  Appropriations 

H- 164,  The  Capitol 

Washington,  D.C.  20515 


Dear  Mr. 
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As  you  know,  for  the  past  several  years,  the  Treasury,  Postal  Service,  General 
Government  appropriations  bill  has  included  a  provision  prohibiting  Federal  agencies  from 
using  appropriated  funds  to  by-pass  GSA's  government-wide  FTS  2000  telecommunications 
contracts.    This  "mandatory  use"  provision  has  been  re-enacted  annually  since  the  FTS  2000 
contracts  were  awarded  in  1988.    We  are  writing  to  express  our  support  for  the  continuation 
of  this  wise  policy. 

Congress  originally  enacted  the  mandatory  use  statute  to  reduce  the  risks  inherent  in 
the  FTS  2000  program,  to  ensure  the  economy  and  efficiency  of  the  new  network,  and  to 
eliminate  unnecessary  duplication  of  capabilities  and  possible  incompatibility  among 
government  telecommunications  systems.    It  consistently  has  been  the  position  of  the 
Congress  that  full  participation  in  FTS  2000  by  all  Federal  agencies  is  essential  to  the 
success  of  that  procurement. 

In  fact,  FTS  2000  has  been,  by  any  measure,  an  obvious  success.    In  1992,  GSA 
reported  that  this  model  procurement  would  net  taxpayers  $3  billion  over  the  life  of  10-year 
contracts.   The  Clinton  Administration,  like  the  Bush  Administration  before  it,  has  expressed 
support  for  FTS  2000  and  for  mandatory  use.    The  President's  fiscal  year  1995  budget, 
recently  submitted  to  Congress,  includes  the  mandatory  use  provision.    The  President's 
National  Performance  Review  report  recently  praised  FTS  2000,  declaring  that  the 
"taxpayers  are  saving  a  bundle." 
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Finally,  we  want  to  thank  the  Appropriations  Committee  for  its  continued  support  of 
FTS  2000.    It  is  clear  that  the  Appropriations  Committee  shares  our  determination  that  the 
Government  receive  high  quality  telecommunications  services  at  the  lowest  possible  price. 
FTS  2000  has  been  and  remains  a  "good  deal"  for  the  agencies  it  services  and  the  American 
taxpayers.    Your  support  again  this  year  is  critical.   If  we  can  provide  any  further 
information,  please  contact  any  of  us  directly. 

With  warmest  personal  regards, 

Sincerely, 


CK  BROOKS 
Chairman, 
Committee  on  the  Judiciary 


WILLIAM  CLINGER,  flL 
Ranking  Minority  Memfeer 
Committee  on  Government  Operations 
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Mr.  HOYER.  We  went  pretty  extensively  into  mandatory  use  last 
time. 

Mr.  Brooks.  You  did  a  good  job  on  it. 

Mr.  HOYER.  We  had  a  hearing  on  it,  we  had  all  the  folks  in,  and 
we  decided  to  stay  with  the  present  policy.  Of  course  here  we  are 
one  year  later,  and  I  would  doubt  that  we  are  going  to  look  at  this 
as  extensively  as  we  did  last  year.  GSA  and  the  1995  President's 
budget  has  recommended  staying  with  the  policy. 

Thank  you. 

Mr.  Lightfoot? 

PROCUREMENT  REFORM 

Mr.  Lightfoot.  Mr.  Chairman,  Mr.  Brooks. 

Mr.  Brooks.  Your  Honor. 

Mr.  Lightfoot.  Same  to  you,  sir.  It  is  good  to  see  you  this  after- 
noon. Talking  about  the  fuzzy  feelings  between  you  and  GSA 

Mr.  Brooks.  They  are  not  as  fuzzy  as  they  used  to  be. 

Mr.  Lightfoot.  Are  they  going  to  view  this  Brooks  bill  as  some- 
thing comparable  to  a  ride  on  a  bicycle  seat  down  a  gravel  road? 

Mr.  Brooks.  That  is  what  I  had  in  mind  for  them. 

Mr.  Lightfoot.  You  talked  about  this  procurement  thing. 

Mr.  Brooks.  The  seat  just  slipped  off. 

Mr.  Lightfoot.  It  wasn't  well  designed,  obviously. 

Mr.  Brooks.  That  central  nut  came  loose. 

Mr.  Lightfoot.  The  bipartisan  bolt  fell  out. 

Your  comments  earlier  with  the  Chairman  on  the  procurement 
process,  and  we  see  this  in  a  lot  of  areas  within  the  government, 
probably  the  worst  procedure  we  have  got  is  with  the  FAA,  they 
are  absolutely  incredible  about  getting  something  through  there 
that  you  want  to  buy. 

Mr.  Brooks.  They  would  be  high  on  the  list. 

Mr.  Lightfoot.  I  think  this  is  an  area  that  we  do  need  to  look 
at  and  it  could  be  streamlined  and  made  more  efficient.  We  appre- 
ciate your  coming  by,  and  not  trying  to  diffuse  your  point  of  view 
in  any  way,  shape  or  form,  it  is  always  pretty  easy  to  understand 
where  we  stand  with  Jack  Brooks,  and  I  like  that.  That  is  part  of 
being  a  Texan. 

Mr.  Brooks.  You  know,  I  don't  have  any  stock  in  any  of  those 
companies.  I  don't  give  a  damn  which  one  of  them  has  anything. 
I  am  not  trying  to  sell  anything  to  the  GSA  or  buy  anything  from 
them.  But  when  they  do  buy  it,  I  want  them  to  buy  it  at  the  right 
price,  and  I  want  them  to  be  efficient  in  the  operation. 

I  don't  think  the  government  can  afford  mismanagement  any- 
more. Things  are  too  tight.  There  are  too  many  things  for  us  to  do. 
There  are  too  many  restraints  on  taxes,  too  many  restraints — I 
mean,  encouragements  for  expenditures.  We  have  so  many  things 
to — places  to  put  it.  We  can't  afford  to  be  wasting  it.  That  is  my 
theory. 

And  these  people  are  making  a  pretty  determined  effort  just  to 
go  directly  against  the  grain,  back  to  where  it  was  in  1964.  Just 
dead  set  headed  that  way.  Take  the  authority  away,  cut  the  staff, 
cut  the  money,  give  away  what  authority  you  have  got,  delegate  ev- 
erything. 
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And  I  just  don't  understand  where  they  are  coming  from.  I  guess 
I  ought  to  have  a  long  heart-to-heart  talk  with  them.  I  did  visit 
with  them  once.  I  just  didn't  understand  his  theory  of  the  world. 

But  I  don't  believe  that  Congress  is  going  to  turn  it  all  over  to 
the  industry  to  just  play  games  with  it.  The  rest  of  the  industry 
has  not  supported  this.  They  have  not  been  jumping  up  and  down. 
He  is  just  initiating  this  himself  He  is  a  great  advocate  of  doing 
away  with  the  agency. 

If  they  are  going  to  do  away  with  this  facility,  if  the  GSA  is  not 
going  to  meet  this  basic  responsibility,  they  ought  to  abolish  the 
entire  agency,  because  they  must  not  have  the  guts  to  do  anything 
if  they  won't  do  this  that  is  obviously  necessary,  useful,  and  has  a 
vibrant  life  to  it. 

What  are  they  down  there  for?  Why  don't  they  just  delegate  ev- 
erything to  everybody  else  and  go  home,  quit,  close  the  door,  clean 
out  the  house  and  rent  the  office? 

Mr.  LiGHTFOOT.  For  the  right  price. 

Mr.  Brooks.  I  don't  think  I  would  let  them  rent  it.  And  I 
wouldn't  turn  it  over  to  the  Defense  Department,  either.  We  have 
examined  a  few  Defense  Department  expenditures.  I  am  telling 
you,  it  is  not  easy.  I  don't  understand.  You  all  have  a  tough  go  on 
that  committee,  handling  money. 

Mr.  LiGHTFOOT.  I  don't  think  there  is  much  disagreement  on  this 
committee  on  either  side  of  the  political  aisle  as  far  as  what  you 
just  said.  I  totally  agree  with  you,  we  have  got  to  be  more  efficient, 
we  have  got  to  get  the  most  bang  for  the  buck.  Under  the  leader- 
ship of  Mr.  Hoyer,  I  think  we  have  taken  some  steps  in  that  direc- 
tion. We  have  still  got  a  long  way  to  go,  but  we  have  started  that 
way,  in  all  of  the  things  we  deal  with  here.  And  where  the  dif- 
ference of  opinion  may  come  is  exactly  how  we  get  to  that  point. 
But  I  think  that  is  the  ultimate  goal  we  are  all  shooting  for. 

And  I  think  the  Chairman  made  a  good  point  a  minute  ago,  too, 
that,  for  example,  when  we  deal  with  GSA  out  of  the  Kansas  City 
office  for  our  district,  great  people,  you  call  them  up,  things  hap- 
pen, it  gets  done.  But  the  problem  is  in  the  management  level.  And 
I  concur  with  you  on  that. 

Thank  you  for  coming. 

Mr.  HOYER.  Mr.  Wolf,  do  you  have  any  questions? 

Mr.  Wolf.  No  questions. 

Mr.  Hoyer.  Mr.  Chairman,  we  are  not  going  to  charge  our  visi- 
tors here  today  extra,  but  they  got  extra  value  for  this  hearing  in 
having  the  opportunity  to  see  you  testify,  sir. 

Mr.  Brooks.  Thank  you,  sir. 

Introduction 

Mr.  Hover.  We  are  pleased  to  hear  today  from  the  Chief  Finan- 
cial Officer  of  the  General  Services  Administration,  and  we  wel- 
come Mr.  Fischer,  and  also  seated  to  his  left,  Mr.  Early,  our  good 
friend  who  does  such  good  work  with  this  Committee  on  a  continu- 
ing basis. 

Mr.  Fischer,  you  can  proceed  any  way  you  wish. 

Mr.  Fischer.  Thank  you,  Mr.  Chairman. 

Mr.  Hoyer.  We  will  include  your  full  statement  at  the  appro- 
priate place  in  the  record. 
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Summary  Statement  of  Mr.  Fischer 

Mr.  Fischer.  I  echo  the  comments  about  Bill  Early.  After  work- 
ing with  Mr.  Early,  I  found  him  to  be  the  consummate  professional 
and  he  has  been  of  tremendous  assistance. 

Accompanying  me  today  are  Cynthia  Metzler,  our  Associate  Ad- 
ministrator for  Administration;  Roger  Daniero,  Commissioner  of 
the  Federal  Supply  Service;  Joe  Thompson,  Commissioner  of  Infor- 
mation Resources  Management  Service;  Bill  Cunnane,  and  John 
Neale,  Acting  Deputy  Commissioners  in  the  Federal  Property  Re- 
sources Service. 

I  would  like  to  add  two  things  from  the  statement  on  the  budget 
questions,  and  that  would  be,  following  the  NPR  recommendations 
we  are  requesting  consolidation  of  what  has  been  previously  and 
are  today  four  small  appropriated  accounts  into  one  larger  appro- 
priated account,  which  will  be  known  as  the  Operating  Expenses, 
GSA  account.  We  are  also  proposing  to  combine  the  internally  re- 
imbursable support  GSA  provides  to  its  various  services  into  our 
Working  Capital  Fund.  So  there  are  two  restructurings.  They  fit 
very  much  in  the  context  of  the  recommendations  of  the  National 
Performance  Review. 

Mr.  Chairman,  since  I  preceded  Mr.  Johnson  as  Acting  Adminis- 
trator, I  probably  should  take  all  the  heat  for  what  happened  be- 
fore. I  want  to  thank  you  personally  for  the  kind  of  help  and  sup- 
port you  gave  us  during  that  time.  It  was  a  very  trying  time  for 
us  as  an  organization.  When  you  appeared  and  helped  us  celebrate 
the  recognition  of  some  of  the  senior  executives  for  the  fine  work 
they  do,  we  really  appreciated  it. 

With  that,  we  would  be  happy  to  answer  any  and  all  questions. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  DENNIS  J.  FISCHER 

CHIEF  FINANCIAL  OFFICER 

GENERAL  SERVICES  ADMINISTRATION 

BEFORE  THE 

SUBCOMMITTEE  ON  TREASITRY,  POSTAL  SERVICE, 

AND  GENERAL  GOVERNMENT 

COMMITTEE  ON  APPROPRIATIONS 

HOUSE  OF  REPRESENTATIVES 

FEBRUARY  23,  1994 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  Dennis  Fischer,  Chief  Financial  Officer  of  the  General 
Services  Administration.   I  am  very  pleased  to  appear  before  you 
today  representing  the  Operating  Expenses,  General  Services 
Administration  appropriation  account.   I  am  accompanied  by  Ms. 
Cynthia  A.  Metzler,  Associate  Administrator  for  Administration, 
Mr.  Roger  D.  Daniero,  Commissioner,  Federal  Supply  Service,  Mr. 
Joe  M.  Thompson,  Commissioner,  Information  Resources  Management 
Service,  Mr.  John  Neale,  Acting  Commissioner,  Federal  Property 
Resources  Service  and  Mr.  William  B.  Early,  Jr.,  Director  of 
Budget . 

The  fiscal  year  1995  budget  for  the  Operating  Expenses,  General 
Services  Administration  (OE,GSA)  account  proposes  consolidating 
four  individual  salaries  and  expenses  and  operating  expense 
appropriations  accounts  into  a  single  appropriation  for  the 
Agency.   This  will  offer  some  much-needed  flexibility  in 
implementing  initiatives,  and  it  is  also  consistent  with  National 
Performance  Review  (NPR)  objectives  to  reduce  and  simplify 
account  structures.   The  new  account  will  support  appropriated 
functions  of  the  Federal  Supply  Service,  Information  Resources 
Management  Service,  Federal  Property  Resources  Service  and 
certain  general  management  and  administration  functions.   The 
$133.8  million  requested  for  these  functions  in  FY  1995,  a  net 
reduction  of  $2.5  million  from  1994,  represents  an  extremely 
small  part  of  GSA's  total  financial  operation.   However,  these 
functions  are  critical  to  the  effective  management,  oversight, 
and  policy  direction  of  the  agency  and  provide  the  impetus  for 
many  NPR  and  other  cost  saving  initiatives  which  we  should  and 
must  accomplish. 

The  fiscal  year  1995  budget  also  proposes  expanding  the  Working 
Capital  Fund  to  include  the  general  management  and  administration 
centralized  internal  and  external  reimbursable  administrative 
support  functions  previously  included  under  the  General 
Management  and  Administration  appropriation  account.   The  other 
function,  currently  in  this  fund,  is  the  centralized  printing, 
duplicating,  and  distribution  operation.   This  new  funding 
structure  will  provide  GSA  with  greater  ability  to  respond  to 
customer  needs. 
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Imminent  changes  in  GSA's  environment  are  challenging  GSA  to 
pursue  new  and  different  initiatives  in  order  to  be  the  provider 
of  choice  throughout  the  Federal  Government.   This  budget  will 
continue  to  support  initiatives  that  improve  customer  service, 
simplify  administrative  process,  empower  employees  and  provide 
investments  in  office  technology. 

Our  efforts  to  become  a  non-mandatory  source  of  supplies  and 
service,  simplify  the  procurement  process,  become  a  preferred 
business  partner  to  our  customers  and  vendors,  and  maintain  a 
high  quality  diversified  workforce,  will  be  greatly  enhanced  by 
the  leadership  provided  through  the  policy  direction  activities 
of  the  GSA  Services  and  Staff  Offices.   These  organizations  have 
a  critical  role  to  play  in  the  reinvention  of  GSA,  and  in  re 
engineering  the  climate  in  which  the  services  provided  by  GSA  can 
be  entrepreneurial,  effective  and  increase  our  commitment  to 
excellence. 

The  Federal  Supply  activity  provides  for  policy  and  regulatory 
activities  for  Government-wide  programs  to  support  customers 
while  maximizing  operational  efficiency  and  reducing  costs  to  the 
Government.   These  programs  include  property  management, 
transportation,  and  travel  services,  aircraft  management,  mail 
management  and  schedules  contracting. 

The  Information  Resources  Management  activity  provides  for 
development  and  coordination  of  Government-wide  polices, 
procedures  and  regulations  to  ensure  that  Federal  agencies 
procure,  manage  and  use  information  technology  resources  as 
effectively  and  efficiently  as  possible. 

The  Federal  Property  Resources  activity  provides  for  development 
and  coordination  of  Government-wide  polices  that  promote  the 
maximum  utilization  of  resale  property  by  Federal  agencies  and 
the  transfer  among  agencies  of  excess  real  property.   It  also 
provides  for  the  disposal  of  surplus  real  property  by  sale, 
exchange,  lease,  permit,  assignment,  or  transfer  as  well  as  the 
protection  and  maintenance  of  excess  and  surplus  property  pending 
its  disposition. 

This  completes  my  summary  statement,  Mr.  Chairman.  We  would  be 
pleased  to  respond  in  greater  detail  to  those  areas  of  specific 
interest  to  the  Subcommittee. 
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EXCELLENCE  OF  THE  FEDERAL  WORK  FORCE 

Mr.  HOYER.  Thank  you  for  your  comments. 

I  was  teasing  the  Chairman,  who  is  a  good  friend  of  mine  and 
really  a  great  Member  of  Congress,  but  I  think  all  of  us  have  a 
tendency,  because  we  disagree  on  policy  sometimes,  to  unfortu- 
nately diminish  our  perception  of  the  real  quality  of  work  that  is 
done  by  our  Federal  work  force.  Their  morale  sometimes  is  as- 
saulted, which  is  unfortunate,  but  I  think  they  do  an  extraordinary 
job,  and  I  have  not  talked  to  anyone  who  has  come  from  the  private 
sector  to  manage  a  Federal  agency  who  has  not  made  the  observa- 
tion that  at  each  level  of  government  they  find  people  as  highly  mo- 
tivated, as  talented,  and  as  hard  working  as  in  the  private  sector. 
I  think  it  is  necessary  for  us  to  reiterate  that.  The  public  doesn't 
believe  that  because  it  is  a  lot  easier  to  believe  something  else. 

Like  any  big  business  that  hires  a  lot  of  people,  employees  some- 
times are  not  the  way  they  ought  to  be,  and  unfortunately  a  lot  of 
times  they  are  the  people  most  seen  by  the  public. 

GOVERNMENT  VS.  PRIVATE  INDUSTRY  COST  OF  SUPPLIES 

I  am  concerned  about  the  perceptions  that  the  Federal  agencies 
are  paying  more  for  supplies  than  they  would  pay  private  sector 
companies.  How  do  you  respond  to  this  perception?  Are  GSA's 
prices  higher,  and  where  do  you  think  we  are  on  this  issue? 

Mr.  Fischer.  I  will  respond  generally,  then  ask  Roger  Daniero 
to  provide  some  specifics. 

Our  observation  is  that  in  all  of  the  market  tests  that  we  do,  and 
they  are  extensive,  that  on  the  average,  the  prices  that  we  charge 
to  provide  materials  to  our  Federal  customers  are  at  or  well  below 
those  that  are  equivalently  commercially  available.  We  have  done 
a  number  of  market-based  comparisons  that  have  revealed  that  to 
be  true  and  to  my  recollection  that  has  also  been  generally  sub- 
stantiated by  GAO  findings.  But  I  would  ask  Roger  to  specifically 
respond. 

Mr.  Hover.  You  are  welcome  to  have  a  seat. 

Mr.  Daniero.  This  is  a  continuing  question  that  we  are  asked, 
being  in  the  kind  of  business  we  are  in,  trying  to  provide  in  a  com- 
petitive fashion  supplies  to  government  agencies.  Obviously  govern- 
ment agencies  may  from  time  to  time  feel  they  can  buy  something 
cheaper  from  a  local  supply  store  or  something  like  that  than  from 
GSA  or  their  local  supply  service. 

I  think  that  one  key  is  the  fact  that  when  government  operations 
made  us  an  industrially  funded  source,  they  also  asked  us  to  be 
nonmandatory.  So  I  think  one  test  is  that  the  agencies  don't  have 
to  buy  from  us.  So  if  they  can  in  fact  buy  cheaper  elsewhere,  they 
can  do  that. 

We  require  that  if  they  are  going  to  buy  in  quantities  above 
$5,000,  that  they  notify  us,  so  that  if  we  have  inventory  on  hand 
that  might  be  in  excess  that  perhaps  we  can  work  out  an  arrange- 
ment to  sell  them  that  at  a  lower  cost  so  the  government  doesn't 
end  up  excessing  something  like  that.  But  in  general  we  compete 
with  the  open  market,  and  they  have  the  freedom  to  go  to  Staples 
or  Office  Depot  or  any  other  source  if  they  can  buy  it  cheaper. 
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And  since  1987,  when  we  went  under  this  system,  our  business 
has  been  fairly  constant,  even  with  the  downsizing  going  on  at  the 
Department  of  Defense,  with  the  number  of  people  reducing, 
30,000,  whatever,  closing  bases,  you  are  going  to  have  a  drawdown 
in  some  of  your — the  number  of  supplies  and  so  forth  you  need. 

So  we  think  that  is  a  pretty  good  test.  We  also  have  from  time 
to  time  market  baskets,  where  we  compare  prices.  We  did  a  com- 
petition, as  a  matter  of  fact,  with  an  office  supply  house  in  the 
mid-1980s,  Boise-Cascade  Office  Supplies,  and  we  gave  them  the 
territory,  as  a  matter  of  fact,  in  Kansas,  Nebraska,  Iowa,  Missouri, 
we  gave  them  that  territory,  gave  them  a  contract,  and  they  com- 
peted with  us  for  three  years.  After  that  three  years,  we  evaluated 
their  performance  against  our  own  retail  supply  outlets. 

And  the  conclusion  was  that  they  were  ani^where  from  8  to  10 
percent  higher  over  that  entire  period.  They  knew  this  was  a  test. 
They  knew  if  they  could  beat  us  they  could  perhaps  get  us  out  of 
the  way  and  get  us  out  of  the  business,  yet  we  were  able  to  sustain 
our  prices  and  our  competition  with  them. 

And  I  think  in  the  end  result  it  shows  that  if  that  kind  of  pilot 
had  been  continued,  the  cost  to  the  taxpayers  would  have  been  sig- 
nificant based  on  the  price  differentials. 

Mr.  HOYER.  Do  you  have  examples  from  discussions  with  agen- 
cies, that  say,  "We  tried  to  go  to  Home  Depot  or  Staples  or  another 
large  supplier  with  discounts  available,  and  we  were  unable  to  get 
cheaper  prices?"  In  other  words,  has  somebody  said  you  guys  are 
doing  a  pretty  good  job  because  we  tried  to  get  it  someplace  else 
and  we  couldn't  get  it  cheaper? 

Mr.  Daniero.  Let  me  give  you  some  good  examples.  Agencies 
who  don't  have  to  use  us  at  all,  okay,  who  had  contracts  with  these 
kinds  of  supply  houses,  for  example  the  United  States  Postal  Serv- 
ice, are  canceling  their  contracts  with  some  of  these  supply  houses 
and  switching  over  to  GSA  because  the  prices  are  better. 

And  the  Postal  Service  is  not  required  to  use  us  at  all.  They  are 
not  even  under  the  FAR  in  terms  of  how  they  operate.  It  is  a  quasi- 
business.  People  like  the  American  Red  Cross. 

Mr.  HOYER.  Who  is  in  charge  of  purchase  in  the  Postal  Service? 
Do  you  know  off  the  top  of  your  head,  who  is  your  counterpart? 

Mr.  Daniero.  Mr.  Darryl  Porter.  As  a  matter  of  fact,  another 
thing  they  are  starting  to  do  is  shrink  down  their  warehouses,  close 
some  of  their  warehouses,  because  they  decided  they  could  get 
wholesale  supplies  from  GSA  cheaper  than  they  were  buying  it  and 
storing  it  themselves  and  distributing  it  to  their  Postal  Services 
and  so  forth.  In  fact,  we  have  put  in  a  special  system  for  the  Postal 
Service  to  use  telephone  ordering,  using  the  touch-tone  pad  on  the 
telephone  to  place  orders  electronically  with  our  center  and  it  is 
processed  automatically,  and  we  use  UPS  to  ship  it  to  them.  So  it 
is  a  pretty  fantastic  operation  for  them. 

I  think  another  testimonial  is  an  article  in  the  Federal  Executive 
magazine  where  they  went  out  and  tried  to  buy — this  is  I  think  the 
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January  issue  or  December  issue — they  went  out  to  try  to  buy 
products  on  the  open  market  and  compared  them  with  the  Federal 
supply  service.  And  while  they  went  into  the  article,  I  think,  to 
criticize  us,  they  turned  it  around  and  said,  our  prices  are  better. 

Mr.  HOYER.  Do  you  have  a  copy  of  that  article? 
Mr.  Daniero.  Yes,  we  do. 
[The  information  follows:] 


215 


EXECUTIVE 
MEMO 


Freeh  Remakes  FBI 

Major  organizational 
changes  at  the  Justice  De- 
partment and  at  the  Federal  Bu- 
reau of  Investigation  will  give 
FBI  director  Louis  Freeh  sub- 
stantial new  powers. 

Two  weeks  after  being  sworn 
in  as  FBI  director  on  Sept.  1, 
Freeh  announced  an  overhaul  of 
the  domestic  law  enforcement 
agency  that  would  eliminate  two 
of  the  bureau's  most  senior  po- 
sitions (the  associate  deputy  di- 
rector for  investigations  and  the 
associate  deputy  for  administra- 
tion), abolish  47  high-level  jobs 
and  push  more  headquarters 


staff  out  into  the  field.  The 
changes  were  in  line  with  the 
recommendations  of  a  task  iorce 
report  that  was  comnusskned 
by  Freeh's  predecessor,  William 
Sessions. 

At  a  press  conference,  Freeh 
billed  the  changes  as  cost -cut- 
ling  steps.  Another  purpose, 
many  believe,  is  to  flatten  the 
FBI  hierarchy  so  as  to  give  the 
new  directM  more  hands-on 
control  of  the  FBI's  workforce. 
which  numbers  more  than 
21,000  empkiyees. 

Freeh  doubtless  wouki  like  to 
avoid  the  kinds  of  personnel 
problems  that  have  given  the 
FBI  a  black  eye  ui  recent  years. 


HIGHUGHTING  WASTEFUL  MANAGEMENT 

In  a  recent  sun/ey  on  wtiistJeblowing  tn  government.  IB  percent  oT 
federal  employees  said  tney  had  ot»erved  or  obtained  direct 
evidence  of  Illegal  or  wasteful  activities.  The  most  common  abuse. 
resporv]«nts  said,  was  waste  caused  by  bad  management  ct 
programs. 

Peroentaee  of  ot>sen«rs  dting  activity 
135% 


SoMt:  U«MI  tyMIrm  Prewcaon 


including  aDegations  o^  harass- 
ment d  minority  and  female 
staffers.  Yet  another  case  sur- 
faced the  very  week  Freeh  an- 
nounced his  shake-up,  when 


that  Justice  consolidate  the 
Drug  Enforcement  Administra- 
tion (DEA)  into  the  FBI.  Reno 
ruled  against  the  proposed 
merger,  in  a  decision  whose 


QUOTE 


UNQUOTE 


"I 


can't  visuahze  these  folks  being  change  agents.  Can  you 
undine  someone  makmg  tl  15,000  a  year  . . .  wanting  to 
change?  That's  your  SES." 

— JalM  Msi^vaHt.  presdeni  or  me  Amencan 

Federauon  of  Gcwcinmtrt  Enxik^ees.  on  <Mr\at 

canu  Scnmr  E;tfculwg  Scn«g  meinoer^  brwg 

to  ttv  nMHUtK^  09Anvneiit  process 


Suzanne  Doucette,  a  Tucson- 
based  FBI  agent,  aikiged  her  su- 
periors had  put  her  on  unpaid 
leave  to  reUbate  for  her  testi- 
mony about  sexual  harassment 
at  the  FBI  before  a  Senate  com- 
mittee last  May. 

Freeh  has  increased  his  abil- 
ity to  stay  ahead  of  potential 
problans  by  expanding  tlie  di- 
rector's personal  staff  by  hiring 
three  men  from  outsick;  the 
agency.  AO  are  cfose  associates 
from  New  York,  where  he 
served  as  a  federal  judge  and 
Manhattan  prosecutor.  He  has 
also  sent  a  signal  writh  early  prt>- 
motions  o<  career  FBI  officials — 
one  African  American,  one  fe- 
male and  one  Hispanic — to 
high-k^cl  bureau  positions. 

Beyond  the  internal  changes 
he  has  made,  Freeh  has  re- 
ceived new  powers  thnxigh  a 
reorganization  of  the  Justice  De 
portiDcnt  undertaken  by  Attor- 
ney Oeneral  Janet  Reno.  Under 
the  new  plan,  the  FBI  director 
win  abo  be  Justice's  director  for 
invcsHiptive  agency  policies,  a 
cnordinadng  role,  the  purpose  of 
wluch  IS  to  cut  down  on  overlap^ 
puig  missians  of  the  depart- 
ment's different  law  enforce- 
ment arms  Reno's  man  came 
m  response  to  a  reoimmendi- 
tion  by  Vkx  President  Gore's 
National  Performance  Review 


essence  w^  captured  by  a  New 
York  Times  headline:  "Bureau- 
cracy 1.  Gore  0." 

PriwsiVitor 

Shortly  after  the  National 
Performance  Review  was 
released  last  fall.  Vice  President 
Gore  announced  that  reforming 
the  federal  procurement  system 
woukl  be  the  "first  target"  dur- 
ing implementation  of  the  NPR. 
(Set  "TV  Federal  Marketplace.  " 
p.  48.) 

Gore's  argument  goes  like 
this:  the  procurement  system 
was  designed  to  take  advantage 
of  the  government's  bulk  pur- 
chasing power,  so  it  is  highly 
centralized.  Bui  federal  procure- 
ment rules  were  written  when 
retaiUng  was  highly  stratified 
and  "-.ubstantial  pncc  markups 
akxig  the  path  from  wholesaler 
to  consumer  were  common. 
"Today  the  game  has  changed 
considerably,"  says  the  NPR  re- 
port. "Retail  giants  like  Wal- 
Mart.  Offii'c  Dr-pot  and  Price 
Club  are  vertically  integraled. 
eliminating  the  markups  of  in- 
termediaries .    .  Bulk  purchas- 
ing has  Its  advantages,  but  it  is 
not  always  necessary  to  get  the 
best  pnce." 

To  text  this  theory.  Govern- 
meni  Eum/iar  decided  to  do  a 


«  r.ovEtNUENrutanivt  •DtctMBiiim 
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iinikiiisDii  1)1  piK'rsoI  oiniinoK 
•  iltui'  suppln's  ;tl  .111  *  lllux'  1\'- 
l><)l  iiiilki  111  (ItmiilovMi  Wnsli- 
inuloii  .mit  .11  Ihc  (iom  tmI  Soi 
V  K\'s  Atiniiriisli-ntuiirs  bVdcnil 
Siip|>lv  Son  uT.  whirli  buys 
Mk'li  sii|>|ilii'>  in  hulk  :iiii)  ivsclls 
;Ik'iii  i«i;ijit'iu'u's. 

OllU\'  SUpp)u*S  WCI\'  Mllli^k'll 

iHil  In  li<iiv  111  .1  WliiU'  llmisv 
phodi  ()|>ii«iiliMn(\  ihr  day  iillor 

tin*  IH'lflll  in.llUO  IVVK'W  vv;is  It- 
Ir.tsi'd  ;is  providing;  .1  Miv.ll  up 
|i<>rliinily  lor  Siivini.;>  llnldiiii; 
iip  .1  |).u"k.ii;c  ol  i-tinipiiirr  disks, 
(ion'  s.iid,  ".A  IodtM.ll  I'lnployor 
.111  his  imii  iniliJIiM-  «vnl  oul 
.iiid  liotti'tit  ilu-sr  .11 .1  disoouin 
»loii'.  Ill'  Ixiiiclil  ;i  p.Kkt'l  ol  111 

toV.Sl<l.ll?t.llul>:oI  .U'oUIHltl  ijiv  ■ 

niK  liim  .1  .S-  disi'oiml  lor  Iho 
lii'Mt  oidi'i  oi  In.  In  iho  I'onu.il 
i/»'d  pnvuivmciil  sysU'in.  ilio 
s;inio  ON.U'I  paok^no  c'osts 
:sll.;i7  willuuil  Ihoidupon." 

The  I'liiployt'c  in  qiiostion 
imisi  noi  li,ivo  Iwon  a  vcn  can-- 
nil  slinppt'v,  A  |).iL'k;ijL»o  ol  ton 
.i.M  doubli'SKli'd.  hiKli  density 
disks  ai  Otiiio  l)cp<n  w.is  avail- 
.•hlo  lor  only  .■?.•<.**»  Km  iho 
".uiio  disk.-i  wi'iv  .idwniscd  m 
•in tK'.oboi  I'odi'i.il Supply Sci ■ 
v  KO  calalo.e  lor  only  S8.49. 

Pruv  comiwrisons  of  oihor 
Oiiinnuin  oiticc  items  showed 
'.hat  in  most  cases.  FSS  offers  an 


even  hijyjer  kir^.iin: 
■  ■  Transparent  tape.  At  ISS,  .i 
:«>y.iid  roll  is  (i.S  eents  Ai  Otliee 
l)e|)*)t.  the  price  is  $I.J!' 
•  I'nslnble  note  pads.  A  HI 
p.ick  ol  llnee-inch-s<ni.ire  pads 
costs  *;i.,S(Hioiii  I'SS.  ( lllice  De 
|)ot  price:  .'f.S.T.S 

■  Plu»t<K'opy  paiH'r.  Al  I'SS.  .i 
box  ol  ten  r)ll(lsbeel  bundles 
costs  $1S.99  Al  Olbce  Depot, 
prices  lor  various  brands  ran>'ed 
Irom  a  low  of  .$lti.*t*)  to  .i  biiili  of 
$.(:).!IL'. 

■  Toilet  paper.  .Agencies  can 
bin  !Ki  lulls  for  SL'T.d;")  horn  l'"SS. 

;    Al  (lllice  Depot,  the  price  is 

■  .■s.tr.ri). 


In  From  the  Cold? 

Fill  spies  v\hn  c.inu-  111  liMin 
the  Cold  War.  Ibe  lobout 
liKik  IS  not  necessarib  wann 
and  cozy.  HiidKet  cuts  bcKinnini; 
in  1W>2  will  force  the  Cenlial  In 
telli>;ence  ;\s;enc>  to  slash  us 
estimated  (but  not  confirmedl 
workforce  of  rougbly  IT.iKKl  by 
ne.'irly  18  percent  by  1997   The 
problem  is  that  in  the  world  of 
espion.it.;e.  Ihe\'  haw  a  name  lor 
eni|)Io\i'es  who  seek  lateral 
movement  in  the  marketplace — 
they're  called  "double  agents." 
The  CIA's  answer  has  been  to 
I    promoie  ils  talent  bank  of  retir- 


GSA's  prices  for  supplies  'n.iy  Lx-  bcllC'  than  Presirtenl  Clinlon.  Vice 
^^■eS'dCM!  Go'e  ano  GSA  aonnmsir.iiof  Rogef  Johnson  think  they  are 


mil  emploxi'C''  in  tliecoinniei 
cial  world  In  .i  bim'lr.iie  m.iiled 
oul  to  m.ii<'  than  r'l.fiiHi  biisin,  .^v 
executives  .iiiiiiiitl  IhecoiinliA 
last  .'Xujiusi.  t.'l.\oIlicials 
stressed  thai  then  employee^ 
ha\e  sonte  \ei'\'  \aluable  .tnd 
uDKiue  skills. 

Need  someone  who  can  ki'cp 
imini?  "The  C'oin|>;iny"  ma\ 
have  jiisi  vour  man.  or  woman 
for  ihal  matter.  How  alxiiit 
someone  cool  under  pressure'' 
^"^ul  don't  know  Inun  pressuir 
until  yi>u've  w<iikeil  in  the  world 
of  cli«ik  and  <laia;er.  Wonieil 
aboin  limeconsiinunj;  and  e\- 
pensive  b.iv'k^iroiiiid  ciu'cks  for 
potential  emplo\ees  in\'ol\ed  in 
sensili\e  contracts.'  These  folks 
have  |>assetl  backjjiountl  clu'ck^ 
your  securily  expeils  haven  i 
even  dreamed  ol  vet. 

CI.A  ollicials  siress  ihal  .ictiial 
spies  .lie  llie  lip  of  an  icebei',e  oi 
analysis,  mililan  .iflairs  experts. 
hnjjuists.  enjiuu-eis.  economisls 
and  polilii'.il  scienlisls.  Nm  will 
former  emplovees  have  lo  lump 
al  the  hist  offer  iliey  Kel.  Tile 
aijency  has  ofleieil  cash  l)u\onI> 
of  up  to  SLTMUKI  lor  (ilH)  slaffet'- 
who'vt'  i.ikeii  eai'K  retiivnieni 
duiini;  lIU'iMSI  veai. 

.And  h.ivi'  we  mentioned  tlie> 
can  leallv.  n\ilt\-  keep  a  secret? 

IRS  Cracks  Down 

The  IKS  IS  aiming  a  new  com 
pliance  iniiiaiiveai  an  un- 
likeK  .iiioupol  potenital  clu-als; 
Its  own  eiijplo\('rs 


Uilei  I  his  veai.  I  he  N'imi  i-  t^ 
planniniL:  ioli<>i;iii  usiii);  ii-mm 
pulei  m.iichini;  |hiweis  in  jn-lp 
i<li'iilil\  einpliivei'Sl.ii  illc:.!! -i 
phtiiiiiii:  ol  i.ixpavei  ieliind>.  in: 
proper  acci'ssin>^  ol  conhdi'iilial 
taxpayer  inlorinalion.  oreii^.iy^ 
111(1  in  other  abuses  ol  t.ixp.ivei 
money  or  il.ita  on  the  |oh  Tlie 
plan,  pubhi'ly  announced  in  tlu' 
I'nUral  /?^'^';.^/^■r  in  niid-I  )cli  ibei . 
IS  slated  to  start  up  before  the 
eiiil  of  199:i 

The  lilolllMlwnlk  lilt  lllr  .III 

iiouiiceineiil  was  I. ml  t'.iiliri  thi^ 
year  in  a  wntten  aunemiiit  be 
twi'en  IKS  deputy  commi>- 
sioner  Mich.iel  Dolan  .mil  tin 
agency's  chief  inspecloi.  (lai"\ 
Hell.  Thai  conlraci  called  lor  the 
inatchiiif!  of  various  iiitenial 
rei'ords  .i>i.iinsl  iaxp.ivei  d.Kii 
'■    nients  to  determine  wluther 
I    IK'S  employees  were  inipiniHib 
I   cliannelint;  taxpayer  leluiuK 
:    M, Itches  may  include  <'onip.i' 
isons  ol  .iddri'sses  lo  whuh  le 
luiids  well'  sent  ayaiiwi  ei" 
.    ployee  addresses.  Also, 
j   (lueslionable  refund  records 
I   could  Ik"  matched  acainsi  van- 
'    ous  employee  data.  I-'or  exaiii- 
■    pie.  coniputeis.  the  adieiinent 
s;iid.  could  be  iise<l  to  iiiaich  em 
ployees'  Social  Secunt\  iiuin- 
:    Ik'i's  against  cases  m  the  IKS's 
i|Ui'slional)le  lehiiid  deiectinii 
pro.i!iani 
I        Inlorination  (lalberrd  h'niii 
j    the  malchiiiK  iniliatpe  could  In 
I    used  as  :\  starting  point  lor  .in 
i    IRS  Inspecliiiii  Seivice  invesli 
'   gallon.  alihiniKli  IKS  ollicials  .u 

•  '\rKX\ii  M  I  xiv  rut.  •lilt :  mm  k  :  ••     5 
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OPERATING  COSTS 


Mr.  HOYER.  Let  me  ask  you  an  additional  question.  How  much 
is  the  FSS  operating  budget? 

Mr.  Early.  About  $41  milHon  is  the  appropriated  request. 

Mr.  Hover.  If  you  added  the  $41  million  into  the  prices  of  the 
products  you  sell  to  the  agencies,  and  thereby  made  yourselves  a 
self-funding  agency,  what  would  that  do  to  the  prices  of  your  prod- 
ucts? In  other  words,  is  that  a  small  enough  number,  that  the  8 
to  10  percent  differential  on  average  of  which  you  speak  would  not 
be  offset? 

If  we  decide,  look,  you  have  got  to  run  a  self-supporting  office, 
obviously  you  would  have  to  put  the  operating  costs  into  the  cost 
of  your  product.  Would  it  still  be  a  savings? 

Mr.  Daniero.  I  believe  it  is  a  matter  of  how  we  approach  it.  I 
think  the  biggest  number  in  there  is  about  $20  million  for  the  Fed- 
eral supply  schedule  program,  in  which  we  make  contracts  for  the 
government  to  directly  purchase  commercial  products  from  mul- 
tiple sources.  They  purchase  them  and  they  pay  for  them,  and  it 
is  just  a  contract.  It  is  a  master  contract  we  set  up  for  the  entire 
government  for  copiers,  for  office  furniture  and  so  forth. 

What  we  would  like  to  do  is  figure  out  a  mechanism  to 

Mr.  Hover.  Am  I  correct  your  thought  would  be  that  that  compo- 
nent would  not  be  properly  a 

Mr.  Daniero.  WTiat  we  would  like  to  do  is  put  in  a  mechanism 
to  assess  a  charge  on  a  per  item  or  per  product  basis  on  that  pro- 
gram to  offset  the  cost. 

Mr.  Fischer.  I  think  the  thought  behind  that  is  to  level  that 
playing  field,  since  these  other  suppliers  have  costs  of  obtaining 
contracts,  when  you  buy  off  the  schedule  right  now,  in  effect  it  is 
like  subsidization  of  our  products  just  on  the  schedule,  because  of 
the  promoted  money  covering  the  contract  function.  We  want  to  try 
to  work  that  out  to  get  that  into 

Mr.  Hover.  The  bottom  line  is  this,  obviously.  If  it  costs  you  $41 
million  to  supply  these  products,  and  if  the  savings  is  $41  million, 
then  it  is  a  wash.  Maybe  I  ought  to  let  the  private  sector  run  the 
costs  out,  let  the  private  sector,  you  know,  make  that  money,  in  ef- 
fect, and  offset  those  costs. 

On  the  other  hand,  if  there  is  a  differential  where  you  could  fund 
yourself  and  there  is  still  a  savings,  then  it  is  worthwhile  having 
it  in  the  public  sector,  because  the  taxpayers  are  saving  money. 

Mr.  Daniero.  I  think  there  is  a  potential  differential  in  that 
right  now  a  company  doing  business  with  the  government  on  the 
multiple-award  schedule  essentially  has  to  invoice  each  and  every 
Federal  agency.  In  fact,  the  activities  within  a  Federal  agency,  they 
may  be  sending  out  thousands  of  invoices  and  then  waiting  to  col- 
lect on  those  invoices.  They  probably  have  a  significant  accounts  re- 
ceivable operation  just  trying  to  track  what  the  government  owes 
them,  et  cetera. 

In  setting  up  something  on  a  reimbursable  basis  in  the  schedule, 
we  could  perhaps  do  central  billing,  and  that  would  be  worth 
enough  to  the  vendors  that  I  think  that  would,  by  charging  them 
an  extra  1  percent  or  something,  cover  the  costs  of  the  program. 
And  they  would  be  saving  as  well. 
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Mr.  Fischer.  I  would  add  one  thing,  Mr.  Chairman.  Of  that  $41 
miUion,  not  all  of  those  costs  are  directly  related  to  the  supply  ac- 
tivities. We  also  have  the  personal  property  utilization  and  dona- 
tion program  and  some  policy  functions  and  things  like  aircraft 
management  and  the  like.  So  it  is  not  a  totally  homogenous  ac- 
count that  makes  up  the  $41  million. 

Mr.  Early.  We  have  been  doing  comparisons  with  Home  Depots, 
Staples,  and  stores  like  that  on  the  type  of  supplies  he  was  talking 
about.  That  program  is  receiving  no  additional  subsidy  today. 
There  are  no  program  costs  that  this  appropriation  will  cover  for 
those  types  of  supplies  today. 

Mr.  HOYER.  Mr.  Lightfoot  has  to  leave  at  3:00  so  let  me  yield  to 
him. 

Mr.  Lightfoot.  Thank  you,  Mr.  Chairman.  I  appreciate  that 
very  much.  I  will  submit  some  questions  for  the  record  a  bit  later. 

OVERALL  COSTS 

Along  the  same  line  as  the  Chairman  was  asking  the  questions, 
in  terms  of  not  requiring  the  mandatory  sources  issue  of  supplies. 
Federal  purchases,  letting  people  go  out  and  purchase  in  the  pri- 
vate sector,  when  you  find  that  taking  place,  does  this  have  an  ef- 
fect on  your  economies  of  scale? 

I  know,  for  example,  in  our  district  office,  we  have  got  five  of 
them  scattered  over  Iowa.  On  occasions  we  can  find  things  locally 
cheaper  than  we  can  get  them  going  through  GSA,  so  we  do. 

I  guess  if  you  follow  through  on  what  the  Chairman  was  talking 
about,  it  is  an  interesting  approach,  if  you  factor  in  your  overall 
cost,  because  that  is  what,  you  know.  Staples  or  any  of  these  outfits 
do.  Their  insurance  and  their  trucking  and  employees,  that  all  has 
to  be  figured  in. 

Without  obviously  having  that  knowledge  in  hand  with  you 
today,  I  guess  we  have  to  make  an  argument,  do  we  justify  keeping 
the  whole  thing  going?  It  seems  to  me  if  you  figure  that  $41  million 
in  and  it  comes  out  of  the  price  equal  to  or  higher  than  the  private 
sector,  then  you  have  got  a  difficult  argument  to  make. 

Mr.  Daniero.  I  think  the  point  here  is  that  the  $41  million  is  not 
associated  with  the  kinds  of  programs — as  Dennis  pointed  out, 
right  now  in  the  supply  side  of  the  program,  where  we  provide  our 
stock  and  special  order  and  all  those  programs,  the  total  costs  of 
those  programs  are  in  that  price. 

Mr.  HOYER.  So  none  of  the  $41  million  subsidizes 

Mr.  Daniero.  No.  My  salary,  everybody's  salary,  Dennis  provides 
to  me;  computers,  everything  is  in  that  price. 

Mr.  Early.  Legal  support,  everything  is  in  there,  just  as  in  the 
private  sector. 

Mr.  Lightfoot.  I  appreciate  your  clarifying  that.  Is  it  true  your 
name  was  on  the  requisition  for  the  Mayflower?  Bill  has  been 
around  quite  a  while. 

Mr.  HOYER.  I  said  he  was  here  longer  than  I.  The  date  I  was 
thinking  of  does  not  mean  the  Mayflower. 

Mr.  Lightfoot.  I  was  talking  about  the  hotel. 
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AIRLINE  TENDER  SYSTEM 


Let  me  ask  a  couple  of  questions  which  the  airlines  have  some 
interest  in,  and  I  will  submit  the  rest  of  them  to  you  later.  One  of 
the  things  that  we  are  discussing  is  a  so-called  tender  system. 
Could  you  explain  what  this  is  and  how  that  proposal  is  going  to 
work  on  the  airfare  situation? 

Mr.  Daniero.  Currently,  as  you  probably  know,  we  have  had  for 
a  number  of  years  a  program  to  get  discounts  for  government  trav- 
elers by  doing  what  we  call  city  pair  contracts.  What  we  do  is  we 
identify  about  4,000  city  pairs  in  the  domestic  United  States  and 
we  also  have  international  city  pairs,  and  we  allow  the  airlines  to 
bid  on  those  particular  city  pairs.  We  have  specifications,  we  have 
criteria.  You  have  to  have  so  many  flights,  the  duration  can't  be 
more  than  so  many  hours,  because  we  don't  want  to  send  our  em- 
ployees around  the  world  to  get  100  miles  and  that  kind  of  thing, 
number  of  stops,  et  cetera. 

It  has  been  fairly  successful  in  terms  of  the  kinds  of  discounts 
we  get  from  the  airlines  on  an  unrestricted  basis.  You  don't  have 
to  fly  on  Saturday,  you  don't  have  to  stay  seven  days  and  all  this 
kind  of  business. 

There  has  been  the  suggestion  through  the  National  Performance 
Review  that  perhaps  we  should  look  at  doing  something  different 
like  the  tender  system,  where  we  would  allow  all  the  airlines  to 
offer  us  discounts  for  different  routes,  much  as  we  do  in  the  freight 
business  right  now,  and  let  them  compete  almost  every  day  for  our 
business. 

And  we  were  going  to  try  a  pilot  of  that.  We  want  to  be  careful 
because  we  know  we  are  saving  a  lot  of  money  right  now,  and  there 
is  only  so  much  you  can  squeeze  out  of  these  airlines,  because  they 
are  not  as  healthy  as  we  would  like  to  see  either. 

So  we  were  going  to  pilot  something  to  see  if  in  fact  it  worked 
better,  was  a  better  service  for  the  employees  and  the  travelers, 
and  gave  us  the  same  kinds  of  discounts.  So  we  are  going  to  try 
a  pilot  before  we  buy  off  on  a  major  change  like  that. 

Mr.  LiGHTFOOT.  I  think  that  is  a  good  idea.  As  far  as  using  the 
tender  system  goes  and  its  relationship  to  the  airlines  themselves, 
how  is  that  going  to  affect  them  different  than  now? 

Now,  of  course,  they  negotiate  a  contract,  there  is  a  price  on  a 
route.  If  they  get  into  the  tender  system,  what  kind  of  an  impact 
will  it  have  on  them,  and  if  we  say  we  should  go  to  that  tender  sys- 
tem and  forget  the  contract?  Looking  at  that  time  from  their  ad- 
ministrative aspect. 

Mr.  Daniero.  It  is  a  hard  question  to  answer.  I  would  think  that 
those  who  don't  have  a  contract  today  would  love  it,  because  it  is 
a  winner-take-all,  single-award  thing.  Those  who  have  traditionally 
had  most  of  the  routes  in  a  given  city  pair,  whether  it  is  American, 
United,  Delta,  might  not  like  it. 

But  I  would  think  that — I  am  not  sure  it  would  cost  them  any 
more  to  administer  that  because  they  are  changing — they  change 
rates  every  day,  every  hour  and  so  forth. 

Mr.  LiGHTFOOT.  Well,  just  from  personal  experience,  I  fly  out  of 
Omaha,  and  there  is  a  sizable  Federal  presence.  Three  or  four  of 
the  carriers  have  contracts.  Some  of  the  others  don't.  But  yet  a  lot 
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of  times  they  are  running  specials,  and  I  am  watching  my  office 
budget,  so  I  can  fly  cheaper  on  some  of  their  specials  than  I  can 
on  the  deposit  rate,  which  is  exactly  what  you  are  trying  to  get  to, 
if  I  am  understanding  this  correctly. 

Mr.  Daniero.  In  fact,  most  of  the  time  what  happens  is  once  we 
award  a  city  pair  contract  to  a  particular  airline,  other  airlines  who 
fly  that  same  route  do  what  we  call  a  "me,  too."  Once  we  award 
it  to  an  airline,  they  will  lower  their  price  for  Federal  employees 
to  match  what  we  have  awarded,  in  an  effort  to  entice  some  traffic 
their  way  when  schedules  don't  meet  people's  desires,  et  cetera. 

Mr.  LiGHTFOOT.  Being  a  devil's  advocate,  I  would  argue  if  Mr. 
Hoyer,  I,  and  Mr.  Wolf  have  an  airline,  I  have  got  the  government 
contract,  these  two  guys  are  going  to  try  to  find  a  price  to  get  those 
passengers  to  ride  their  airline,  then  you  eliminate  the  government 
contract,  and  none  of  us  have  a  government  contract  anymore. 

Aren't  you  still  going  to  have  that  contract  there  for  a  leveling 
force?  You  have  got  to  have  a  stick  and  a  carrot  of  some  kind. 

Mr.  Daniero.  That  is  the  question  on  how  the  tender  system 
would  work  and  why  we  want  to  pilot  the  thing  to  see  if  in  fact 

Mr.  LiGHTFOOT.  Airlines  would  make  the  other  argument.  They 
are  trying  to  get  people  to  ride  and  they  are  constantly  offering 
these  special  deals.  Anyway,  I  have  got  some  more  questions  on 
that.  I  would  like  to  have  you  answer  them  when  you  have  an  op- 
portunity. 

OPERATING  EXPENSES 

One  last  question.  Mr.  Chairman,  I  really  appreciate  your  letting 
me  jump  in  here  quickly. 

With  the  whole  idea  of  merging  what  I  believe  is  four  different 
segments  together,  and  you  can  do  this  for  the  record,  but  what 
kind  of  effect  will  this  have  on  the  number  of  employees?  Are  you 
going  to  have  less  people  working?  And  what  do  you  see  the  eco- 
nomic impact  thereto?  You  can  do  that  for  the  record. 

Mr.  Fischer.  Just  briefly,  I  don't  think  it  will  change  anything. 
We  will  just  go  from  four  separate  appropriations  to  one  appropria- 
tion with  four  activities.  So  it  will  just  be,  if  you  will,  an  account 
structure  consolidation. 

Mr.  LiGHTFOOT.  It  would  not  affect  the  number  of  people  or  the 
structure? 

Mr.  Early.  There  is  no  proposal  in  the  budget  that  this  restruc- 
turing would  cause  a  smaller  number  of  employees  or  change  the 
mission.  In  fact,  with  looking  at  government  costs  down  the  road, 
it  would  give  us  really  a  little  more  flexibility  to  be  able  to  meet 
employees'  needs  for  pay  raises  and  so  forth.  By  having  one  ac- 
count, that  would  give  us  more  flexibility. 

Mr.  LiGHTFOOT.  So  it  doesn't  change  the  structure  at  all  then? 
Okay. 

Thank  you,  Mr.  Chairman. 

Mr.  Hoyer.  Thank  you.  Mr.  Wolf. 

CITY  PAIR  contracts 

Mr.  Wolf.  Thank  you,  Mr.  Chairman. 


221 

What  about  Amtrak,  that  route  going  from  here  to  New  York 
City  on  the  competition  with  regard  to  the  airlines?  We  have  asked 
you  to  look  at  that  in  the  past. 

Mr.  Daniero.  I  don't  know  offhand.  As  a  matter  of  fact,  I  had 
a  question  come  up  on  that  today,  and  my  staff  has  put  together 
a  paper  for  me  on  Amtrak.  I  do  know  they  have  the  Philadelphia 
traffic,  and  I  think  in  the  past 

Mr.  Wolf.  Washington-New  York. 

Mr.  Daniero.  I  think  in  the  past,  the  Washington  to  New  York, 
we  were  competing  it  on  the  basis  of  total  elapsed  time  for  the  trip 
as  well  as  the  cost.  But  I  don't  know  off  the  top  of  my  head  what 
the  situation  is  between  Washington  and  New  York. 

Mr.  Fischer.  We  could  get  that  for  the  record. 

[The  information  follows:] 
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Evaluation  of  Rail  Offers  for  1994  City-Pair  Contracts 

GSA  solicited  for  1994  air/rail  service  between  New  York  (LGA) 
and  Washington  (DCA)  as  well  as  New  York  (DCA)  and  Baltimore 
(BWI) .   The  route  from  DCA  was  awarded  to  USAir  at  a  fare  of  $70, 
and  AMTRAK  was  awarded  the  LGA-BWI  contract  at  a  fare  of  $68. 

Rail  offers  for  1994  city-pair  contracts  were  considered  for 
award  where  the  train  trip  time  did  not  exceed  the  total  air  trip 
time  by  more  than  25  percent.   Total  air  trip  times  included  the 
ground  transportation  times  at  the  origin  and  the  destination  as 
well  as  the  median  flight  time.   For  price  evaluation  purposes, 
ground  transportation  costs  were  added  to  airline  prices. 

Federal  Travel  Regulation  (FTR)  (41  CFR  chapter  301-304) 
Addresses  the  Use  of  Train  Travel 

The  FTR  directs  agencies  to  select  "the  method  of 
transportation  which  will  result  in  the  greatest  advantage  to  the 
Government,  cost  and  other  factors  considered." 

-   The  FTR  §  301-2.2 (d) (1) (ii) (C)  specifically  states: 

Rail  or  bus  service  may  be  used  when  determined 
by  the  agency  to  be  advantageous  to  the 
Government,  cost,  energy,  and  other  factors 
considered,  and  when  compatible  with  the 
requirements  of  the  official  travel.   The  use  of 
contract  or  other  discount  fares  offered  to  the 
Government  by  rail  or  bus  carriers  between 
selected  cities  (city-pairs)  is  considered 
advantageous.   Whenever  these  discount  fares  are 
offered  and  the  accompanying  service  will  fulfill 
mission  requirements,  they  should  be  used  to  the 
maximum  extent  possible.   ... 

This  means  that  noncontract  rail  service  can  be  used  in  lieu 
of  contract  air  service  "when  the  agency  determines  that  these 
modes  are  advantageous  to  the  Governirient  (cost,  energy,  and  other 
factors  considered)  and  compatible  with  the  requirements  of  the 
travel  mission" . 

AMTRAK  Metroliner  service  is  given  favorable  consideration 
(i.e.,  no  cost  comparison  is  required)  in  that  FTR  §  301- 
3.3(b)(5)  specifically  states  that  "[t]he  use  of  National 
Railroad  Passenger  Corporation  (AMTRAK)  Metroliner  coach 
accommodations  is  considered  to  be  advantageous  to  the 
Government . " 

Publication  of  AMTRAK  Schedules 

TiMTRAK  schedules  are  published  in  the  Federal  Travel  Directory 

whether  or  not  AMTRAK  is  the  contract  carrier  for  a  city  pair. 

An  airline's  schedule  is  published  only  where  the  airline  has  the 
contract  for  a  city  pair. 
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CITY  PAIR  AWARDS  FOR  WASHINGTON  TO  NEW  YORK  CITY 


JFK  -  BWI  Trans  World  Express  $98  00 

LGA-BWI  Amtrack  $68  00 

JFK-DCA  TWA  $109  00 

LGA-DCA  USAir  $70  oo 
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AWARDS  FOR  THE  WASHINGTON-NEW  YORK  CORRIDOR 

Mr.  Wolf.  Because  we  had  asked  one  other  time,  and  it  just 
didn't  work  out.  We  subsidize  taxpayer  funding  quite  a  bit  with 
Amtrak,  and  in  the  administration  budget  it  has  been  increased 
this  year.  And  I  think  you  ought  to  look  at  that  with  regard  to  the 
airiines. 

Mr.  Daniero.  I  do  know  they  have  a  number  of  routes  on  the 
Eastern  seaboard. 

Mr.  Wolf.  Just  give  me  a  call  and  let  me  know,  and  let  the  com- 
mittee know. 

[The  information  follows:] 

Awards  for  the  Washington-New  York  corridor  including  Baltimore  and 

Philadelphia 

EWR-BWI— Continental  $66 

EWR-DCA— Continental 137 

EWR-IAD— Continental  63 

EWR-PHL— Continental  37 

JFK-BWI— Trans  World  Express 98 

JFK-DCA— Trans  World  109 

JFK-IAD— American  70 

JFK-PHL— Trans  World  75 

LGA-BWI— Amtrak  68 

LGA-DCA— USAir  70 

LGA-IAD— United  79 

PHI^BWI— Amtrak  42 

PHI^DCA— Amtrak  53 

PHL-IAD— United  115 

AIRCRAFT  MANAGEMENT 

Mr.  Wolf.  The  other  thing,  we  asked  you  last  year  about  the  air- 
planes. Where  are  you  on  that?  I  mean,  do  we  have  any  better  han- 
dle? 

Mr.  Daniero.  Yes.  We  talked  a  lot  last  year  about  our  role  and 
whether  we  should  have  that  role. 

Mr.  Wolf.  Who  has 

Mr.  Daniero.  We  are  still  performing  that  role.  We  have  made 
a  lot  of  progress,  I  believe,  in  carrying  out  that  role.  We  have  hired 
some  new  people. 

Mr.  Wolf.  Can  you  give  me  a  letter  and  give  the  committee  a 
letter  telling  what  has  been  done  since  last  year? 

Mr.  Daniero.  I  sure  can. 

Mr.  Wolf.  And  what  yet  has  to  be  done? 

Mr.  Daniero.  I  think  I  sent  you  some  information  last  year. 

Mr.  Wolf.  You  answered  some  questions  we  asked,  but  it  was 
kind  of  tentative.  If  I  recall,  this  was  kind  of  being  done,  and  this 
is  what  you  were  thinking  of  doing. 

Mr.  Early.  That  was  a  program  that  was  studied,  looked  at 
through  the  NPR  program,  with  the  consideration,  where  did  it  be- 
long, should  it  be  GSA  or  not.  I  am  not  sure  what  full  evaluation 
it  did,  but  when  it  was  all  over  with  it  was  left  with  GSA. 

Mr.  Wolf.  But  to  be  done  differently? 

Mr.  Early.  No. 

Mr.  Daniero.  We  have 

Mr.  Wolf.  If  I  recall,  there  wasn't  really  an  inventory  of  what 
planes  we  had. 
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Mr.  Daniero.  There  was  some  criticism.  We  have  squared  that 
away  with  the  system.  We  have  a  working  relationship.  We  are 
fairly  confident  that  we  are  getting  good  reports  from  the  agencies 
on  the  number  of  airplanes  and  usage  and  so  forth. 

There  is  another  system  that  we  are  working  on  that  will  be 
completed  in  March,  which  is  called  the  Logistics  Handling  System, 
which  is  intended  to  integrate  and  coordinate  the  usage  of  airplane 
passenger  miles  between  agencies  who  have  airplanes.  This  is 
something  that  the  Senate  was  very  interested  in.  It  is  a  modifica- 
tion of  a  Navy  system  that  they  used  in  Desert  Storm  to  schedule 
aircraft  and  flights  and  so  forth.  And  we  have  been  working  a  long 
time  on  it. 

We  have  piloted  two  agencies  on  it  recently,  and  we  are  ready 
to  come  out  with  it  in  March,  and  we  are  hoping  that  most  agencies 
will  pick  up  on  it  and  use  it  to  schedule  their  aircraft.  So  that  is 
a  major  step  forward. 

Mr.  Wolf.  It  would  probably  be  worthwhile  for  the  committee  to 
know  what  agencies  did  use  it,  what  agencies  did  not.  If  you  can 
give  me  a  letter  letting  me  know  as  you  give  it  to  the  committee, 
I  would  appreciate  it. 

[The  information  follows:] 
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AIRCRAFT  MANAGEMENT  DIVISION 


Question:   What  has  been  accomplished  regarding  the  General 
Service  Administration's  (GSA)  aviation  management 
responsibilities  in  the  last  year? 

Answer:  The  GSA  has  made  significant  progress  in  pursuing  its 
aviation  management  responsibilities.  The  aviation  management 
program  was  elevated  to  division  level,  a  Director  was  hired,  and 
two  personnel  were  detailed  from  internal  offices.  Additional 
resources  have  been  provided  through  the  Interagency  Committee 
for  Aviation  Policy  (ICTVP)  . 

In  the  area  of  management  data  and  systems,  the  GSA  continues  to 
upgrade  the  Federal  Aviation  Management  Information  System 
(FAMIS)  to  improve  reporting  of  aircraft  inventory,  cost,  and 
utilization  data.   The  final  FY-92  FAMIS  Reports  were  produced  in 
six  months  versus  the  twelve  months  previously  required.   The 
FY-93  reports  are  expected  to  be  produced  in  four  months.   The 
GSA  also  developed  the  Master  Transaction  Database  (MTD)  to 
compare  and  reconcile  the  Federal  Aviation  Administration's  (FAA) 
Aircraft  Registry  and  the  FAMIS  databases.   The  MTD  tracks 
aircraft  acquisitions,  transfers,  and  disposals  assisting  GSA, 
FAA,  and  the  agencies  in  maintaining  an  accurate  aircraft 
inventory. 

Significant  progress  was  made  in  the  development  of  the  Demand 
Logistics  Management  System  (DLMS) .   A  Memorandum  of 
Understanding  (MOU)  was  signed  between  the  GSA  and  the  Navy  Air 
Logistics  Office  to  convert  the  Navy  Aircraft  Logistics  System 
into  a  public  aircraft  format.   The  DLMS  will  provide  the 
capability  for  interagency  coordinated  scheduling,  maximize 
utilization  and  cost  effectiveness  of  available  aircraft,  and 
capture  data  required  for  FAMIS,  Senior  Federal  Official  Travel, 
and  other  management  reports.   The  DLMS  was  successfully  tested 
by  a  multi-agency  task  force.   A  DOS  based  production  version 
will  be  released  in  April  1994  and  a  UNIX  based  version  is 
scheduled  for  release  in  November  1994. 

The  GSA  also  promulgated  a  regulation  revising  the  policies  and 
procedures  for  the  use  of  Government  aircraft  and  establishing 
reporting  and  reimbursement  requirements  for  Senior  Federal 
Officials,  dependents  and  non-Federal  travelers.   The  FY-93  semi- 
annual Senior  Federal  Travel  Reports  have  been  completed. 

In  the  area  of  safety,  the  GSA  developed  and  conducted  accident 
investigation  courses  through  an  MOU  with  the  Department  of 
Transportation's  Transportation  Safety  Institute.   The  GSA 
coordinated  and  drafted  through  the  ICAP  a  Federal  Agency 
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Aviation  Safety  Program  regulation  for  establishing  aviation 
safety  programs.   This  regulation  is  now  in  the  GSA  approval 
process.   The  GSA  published  several  guides  including  the  Federal 
Agency  Aircraft  Operations  Manual  Guide  which  addresses,  among 
other  important  elements,  minimum  pilot  and  air  crew 
qualifications.   Finally,  the  GSA  strengthened  the  Aviation 
Resource  Management  Survey  (ARMS)  program  by  updating  the  ARMS 
Guide  and  implementing  procedures  to  protect  related  safety 
reports. 

In  the  area  of  acquisition,  use,  and  disposal,  the  GSA 
established  an  ICAP  subcommittee  to  address  specific  initiatives 
including  (i)  identifying  the  potential  for  ^omt  agency 
acquisitions;  (ii)  modernizing  the  Federal  aviation  fleet;  (iii) 
analyzing  cost  effectiveness  of  existing  and  planned  programs; 
and  (iv)  developing  utilization  and  disposal  standards.   The 
first  projects  of  this  subcommittee  are  development  of  a  Cost 
Accounting  Guide  and  a  Life  Cycle  Cost  Model  to  support 
acquisition,  use  and  disposal  planning. 

Question:    What  yet  has  to  be  done  in  aviation  management? 

The  ICAP  has  established  a  Steering  Group  to  assist  and  advise 
the  GSA  Administrator  by  (i)  recommending  long  term  goals,  broad 
initiatives,  priorities,  and  policy  guidance;  (ii)  developing 
proposed  strategic  and  tactical  plans;  and  (iii)  evaluating 
proposed  policies.   The  Steering  Group  meets  monthly  and 
conducted  a  three  day  strategic  planning  session  to  identify 
Government  wide  aviation  management  objectives  and  foster  team 
building.   Future  objectives  include  developing  (i)  strategies 
for  staffing  and  funding  ICAP  projects;  (li)  improved  internal 
and  external  communications;  (iii)  a  standardized,  real-time 
Management  Information  System  incorporating  FAMIS,  DLMS,  and 
other  aviation  management  modules;  (iv)  cost  accounting  methods 
and  a  life  cycle  cost  model;  and  (v)  an  improved  generic  ARMS 
program.   Another  important  issue  the  Steering  Group  has  recently 
agreed  to  constructively  review  is  proposed  legislation  which 
would  apply  FAA  airworthiness  certification  requirements  to 
public  aircraft. 

Ouestion:   Which  agencies  are  using  the  Demand  Logistics 
Management  System  (DLMS)? 

The  DOS  based  production  version  of  the  DLMS  will  be  released  in 
April  1994.   The  US  Forest  Service,  FAA,  Immigration  and 
Naturalization  Service,  and  the  Department  of  the  Interior  are 
participating  m  the  DLMS  Standardization  Tas):  Group  and  are 
expected  to  be  the  initial  users.   Test  results  have  been 
impressive.   Once  the  DLMS  production  version  has  been  released 
and  further  positive  results  communicated,  we  expect  other 
agencies  to  adopt  it. 
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UNOBLIGATED  BALANCES 


Mr.  Wolf.  Mr.  Early,  yesterday,  I  didn't  get  to  follow  up,  I  was 
kind  of  discouraged  when  you  just  said  that  you  were  looking  at 
those  things.  And  sometimes  it  makes  you  feel  like  the  hearings 
are  totally  a  waste  of  time  and  the  witnesses  come  up  and  things 
go  on  just  like  in  the  old  time,  and  either  the  Congress  doesn't  get 
it  or  the  career  people — I  don't  know. 

I  mean,  this  is  so  important.  And  you  talk  about  the  unobligated 
balances,  too.  You  are  going  to  have  a  little  bit  left.  You  have  been 
in  the  government  so  many  years  and  you  know,  both  of  us  know, 
we  all  know  what  is  going  on. 

And  I  would  hope — and  I  don't  know  of  any  other  mechanism  to 
require  you,  I  would  like  you  to  really  get  with  the  spirit  of  this 
program.  Mr.  Johnson  seemed  like  an  awful  good  guy,  he  comes 
from  the  private  sector.  I  think  it  would  be  positive.  It  is  good  for 
the  Federal  employee.  It  is  good  for  the  agency. 

I  am  not  sure  this  other  contract  you  all  have  signed  with  the 
unions  are  as  good  as  you  think.  I  think  you  have  been  forced  into 
doing  this,  and  frankly  my  sense  tells  me,  it  is  my  visceral  reaction 
that  a  lot  of  this  is  going  to  come  back  four  or  five  years  from  now 
and  really  work  out  wrong. 

I  hope  I  am  wrong.  I  think  we  are  going  to  have  a  scandal  with 
this  and  the  Hatch  Act.  In  four  or  five  years  I  think  something  ter- 
rible will  be  done.  I  may  be  wrong.  I  am  getting  the  same  feeling — 
I  have  lived  in  a  government  building  for  a  long  time.  You  know 
what  I  am  talking  about,  the  end  of  the  year.  I  mean,  we  are  ask- 
ing for  your  records  in  August  and  September,  and  I  would  like  a 
list  of  all  the  Congressmen's  offices  you  called.  Senators,  telling 
them  what  contracts.  Try  to  get  excited  and  tell  your  people  if  they 
come  up  with  great  ideas,  we  can  give  them  bonuses. 

Frankly,  I  know  Mr.  Hoyer  is  a  good  person,  and  I  think  every- 
one here  would  say  if  you  haven't  used  that  unobligated,  we  are  not 
going  to  take  it  away  from  you.  If  you  come  up  and  say,  Mr.  Chair- 
man, we  didn't  obligate  this  because  we  did  this  and  we  saved 
money,  he  would  let  you  carry  it  over.  And  I  just  hope  you  are 
going  to  get  excited  about  the  program. 

Mr.  Early.  We  are.  I  am  sorry  we  were  not  able  to  give  you  a 
more  precise  answer  yesterday.  We  have  had  the  authority  since 
October.  We  have  been  discussing  this  within  the  agency,  but  we 
have  not  developed  an  implementation  plan  which  would  be  effec- 
tive at  the  start  of  the  next  fiscal  year.  We  have  not  put  that  struc- 
ture in  place. 

We  are  also  excited  about  it  and  think  it  is  a  good  incentive.  At 
the  same  time,  though,  if  you  look  at  the  contracts  that  we  award 
in  the  fourth  quarter,  I  feel  that  not  any  are  going  to  be  for  the 
purpose  of  spending  money  frivolously. 

We  work  very  hard  to  operate  within  the  dollars  that  are  avail- 
able, trying  to  be  as  innovative  and  prudent  as  possible.  But  since 
the  dollars  are  scarce,  we  have  to  look  at  paying  salaries  and  rent 
costs,  and  try  to  see  how  we  are  going  to  make  it  during  the  year. 
Then  we  look  at  the  small  amount  of  monies  that  we  have  left  for 
things  like  office  fixup,  office  furniture  and  the  tools  that  make  us 
more  productive. 
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And  for  modernizations,  by  design  we  look  at  doing  it  in  the 
fourth  quarter.  We  plan  those  in  the  latter  part  of  the  year,  not  be- 
cause we  are  trying  to  spend  money  but  because  we  don't  know 
how  much  we  are  going  to  have  for  these  things  until  the  latter 
part  of  the  year. 

Mr.  Wolf.  You  may  be  right.  I  think  the  committee  would  be  un- 
derstanding if  you  said  you  reached  your  limit  and  you  could  have 
gone  over,  but  next  year  you  are  going  to  need  a  little  more,  but 
the  following  year  less.  I  just  don't  believe  that  the  spirit  has 
caught  on  of  trying  to  save  money.  And  at  the  end — and  I  am  sure 
your  congressional  relations  office  here  has  experienced  this — at 
the  end  it  comes  fast  and  furious. 

I  remember  seeing  new  rugs,  new  drapes,  we  have  got  to  use 
this.  And  it  really  isn't  your  fault.  And  it  is  not  the  Congress'  fault. 
Congress  says,  You  don't  use  it,  we  are  going  to  take  it  away. 

I  think  you  have  fair  people,  certainly  in  the  Chairman  and  in 
the  Members  of  this  committee,  who  could  be  probably  more  re- 
sponsive and  more  open  to  make  this  work  than  maybe  any  other 
subcommittee  up  here.  Mr.  Hoyer  has  been  a  champion  for  Federal 
employees.  I  don't  take  a  back  seat  to  anybody  on  those  issues.  You 
certainly  don't  have  any  enemies  up  here.  And  I  think  we  would 
be  tolerant  and  try  to  make  this  thing  go,  whereas  another  sub- 
committee wouldn't.  They  would  see  you  didn't  spend  it  and  they 
would  take  it  away  the  next  year.  If  it  can't  work  here,  it  can't 
work  anywhere.  If  it  works  here,  then  I  think  there  is  an  oppor- 
tunity. 

I  hope  you  can  get  excited  about  it.  It  will  save  money.  I  think 
it  will  be  bonuses,  particularly  for  your  people.  There  is  an  oppor- 
tunity for  your  people  who  know  a  lot — I  agree  with  what  the 
Chairman  said,  the  reservoir  of  knowledge,  the  expertise  who  know 
their  jobs  so  well,  how  they  can  save  money.  There  is  no  incentive 
to  save  it.  In  fact,  there  is  a  disincentive  because  if  you  do  it,  you 
come  up  here  and  you  lose  it. 

Mr.  Early.  I  think  that  would  be  very  helpful  to  us. 

Mr.  Wolf.  I  have  no  further  questions.  If  you  could,  because  I 
am  going  to  come  back  and  ask  you  next  year,  and  if  you  could  fol- 
low up,  because  if  it  is  not  going  to  work  here,  and  I  think  you 
have  a  fair  group  of  people  that  are  going  to — if  you  were  to  call 
up  and  say,  we  are  not  going  to  use  this  now  but  we  want  to  do 
it  at  Christmastime,  I  think  there  wouldn't  be  any  problem. 

GAIN-SHARING  PROGRAM 

Mr.  Fischer.  I  would  like  to  provide  you  and  the  committee  a 
status  report  on  some  gain-sharing  activities  we  have  going  on  in 
San  Francisco,  in  one  of  our  depots.  It  was  faxed  up  to  me  when 
I  was  chatting  with  our  assistant  administrator  who  runs  that 
function.  I  said,  Are  you  having  trouble  with  time  keeping?  He 
said.  Since  we  started  the  gain  sharing,  people  are  starting  to  get 
in  that  faster,  earlier,  and  staying  later,  because  they  are  seeing 
the  direct  results  of  their  efforts  through  the  gain  sharing  pro- 
grams. 

Mr.  Hoyer.  Fine 

[The  information  follows:  J 
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PRODUCTIVITy  GAINSHARING  PROGRAM 
WHOLESALE  DISTRIBUTICM  CENTER 
STOCKTON,  CA 


Question:   We  understand  that  GSA's  Productivity  Gainsharing 
(PGS)  Program  has  proven  successful.   Could  you  give  us  an 
overview  of  the  program  and  quantify  that  success? 

Answer:   GSA's  first,  and  to  date  only,  PGS  program  began  in  June 
1990  in  one  section  of  our  Wholesale  Distribution  Center  (WDC)  at 
Stockton,  CA.,  and  was  expanded  in  August  1992  to  include  the 
entire  WDC.   The  goals  of- our  PGS  program  include: 

-  increasing  operating  efficiency  to  stimulate  production 
and  enhance  quality, 

-  improving  customer  service, 

-  enhancing  employee  empowerment,  and 

-  generating  savings  to  the  government . 

Under  the  program,  production  and  quality  standards  are  set  and 
savings  are  realized  by  exceeding  those  standards.   The  savings 
are  split  50-50  between  GSA  and  PGS  personnel.   Payouts  are  equal 
for  all  participants,  regardless  of  salary,  seniority,  or 
position.   There  is  an  equal  emphasis  on  productivity  and  quality 
achievements,  and  the  Union  is  a  partner  in  program  development 
and  implementation. 

Since  its  expansion,  the  PGS  program  at  Stockton  has  experienced 
an  overall  9.1  percent  increase  in  productivity  over  the 
standard,  with  an  accuracy  rate  of  99.8  percent.   The  quality 
standard  has  been  exceeded  every  month,  with  an  average  increase 
of  0.8  percent  over  the  standard.   This  performance  has  generated 
$1.2  million  in  savings,  with  $600,000  going  to  the  employees 
(about  $2,225  per  individual). 
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Mr.  Wolf.  I  have  no  further  questions,  Mr.  Chairman. 

UNOBLIGATED  BALANCES 

Mr.  HOYER.  Let  me  ask  you  something  just  following  up  on  Mr. 
Wolfs  question.  One  of  the  problems  with  implementing  the  NPR 
reforms  that  we  included  in  our  bill  this  year,  is  that  unfortunately 
agencies  are  being  squeezed  so  tight  with  the  absorption  of  locality 
pay.  We  have  various  substantial  reductions  coming  up.  We  are  at 
a  time  when  there  may  not  be  any  unobligated  resources  to  show 
we  saved  half  and  redeployed  half.  This  is,  from  my  standpoint,  un- 
fortunate, only  because  there  might  be  people  who  look  at  this  and 
say  it  didn't  work. 

Do  you  see  any  feasibility  of  having,  if  you  effect  savings,  any 
discretionary  dollars  available?  I  know  you  have  said  there  might 
be,  but  as  opposed  to  just  having  to  not  RIF  people,  which  I  am 
concerned  about  if  we  don't  do  these  buyouts  soon. 

Mr.  Fischer.  I  think  every  bit  of  flexibility  we  have  from  that 
will  help  us  protect  that  most  precious  resource,  which  is  our  staff. 
There  is  a  tremendous  need  for  retraining  and  skill  building,  and 
that  kind  of  money  has  to  partly  come  from  the  kind  of  resource 
that  the  available  unobligated  balances  gives  us. 

Mr.  Early.  Those  authorities  will  help  us  a  lot,  because  it  is 
going  to  take  new  technology  to  carry  out  our  mission  efficiently 
with  fewer  people.  If  we  don't  get  the  technology  in,  we  will  not  be 
able  to  permrm  with  fewer  employees;  but  where  are  we  going  to 
get  the  money  for  it? 

These  authorities  are  going  to  give  us  that  opportunity. 

PERFORMANCE  MEASURES 

Mr.  HOYER.  It  is  obviously  too  early  to  have  oversight  on  that, 
but  next  year  we  will  clearly  look  forward  to  looking  at  that  and 
seeing  how  it  worked. 

The  report  accompanying  the  1994  House  passed  appropriations 
bill  included  some  direction  that  agencies  conduct  a  performance 
management  review.  Have  you  conducted  a  review  of  the  manage- 
ment of  GSA  and  highlighted  performance  measures? 

Mr.  Fischer.  Yes,  sir,  we  have.  And  we  attempted  to  include  in 
the  budget  a  number  of  the  hopefully  useful  performance  measures 
that  show  how  well  we  are  doing  against  what  would  be  com- 
parable business  measures. 

I  would  hasten  to  add,  though,  as  we  look  at  them,  clearly  when 
you  look  at  where  we  are  going  as  a  result  of  the  NPR  and  Mr. 
Johnson's  direction,  we  need  to  do  more  of  the  kind  of  things  we 
talked  about  earlier,  the  benchmark  against  the  private  sector,  our 
competition,  to  show  how  well  we  do.  This  I  think  covers  the  water- 
front. 

We  have  done  a  lot  in  the  supply  area  to  be  competitive.  In  the 
buildings  area,  we  have  not  done  nearly  so  much.  We  have  a  great 
deal  of  internal  data  that  measures  how  well  we  do  internal  con- 
sumption and  utilization  per  square  foot,  but  how  that  compares 
with  the  private  sector  and  how  our  costs  compare  are  yet  a  chal- 
lenge for  us  to  do. 

I  think  also  perhaps  embedded  in  that  is  that  we  are  very  close 
to  having  signed  a  performance  agreement  between  Mr,  Johnson 
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and  the  President,  which  was  an  outgrowth  from  the  National  Per- 
formance Review.  It  contains  a  number  of  specific  performance  ob- 
jectives for  us  to  reach.  And  my  sense  is  that  will  torque  it  up  a 
couple  of  levels  higher  in  terms  of  the  way  we  approach  it. 

I  would  be  remiss  if  I  didn't  also  mention  the  kind  of  perform- 
ance measures  that  really  we  attempted  to  report  on  in  the  FTS 
2000  program  when  we  sent  the  report  up  last  June,  that  those  are 
just  a  strong,  hard  look  at  what  is  out  there,  what  is  available,  and 
how  are  we  doing.  And  we  are  very  pleased  in  that  area  that  0MB 
has  recognized  what  we  are  doing,  because  they  have  agreed  to 
designate  two  of  our  operations  as  pilots  under  the  Grovernment 
Performance  and  Results  Act  which  passed  last  year. 

One  of  those  is  the  entire  real  property  operation,  which  would 
be  designated  as  the  pilot  and  we  would  get  some  flexibilities.  The 
other  would  be  to  acquire  information  technology,  basically  tech- 
nology that  is  off"  the  shelf,  computers,  software  and  the  like. 

For  those  two  areas  we  have  had  two  pilots,  and  OMB's  view  was 
we  were  planning  them  and  we  have  the  right  kind  of  performance 
measures  to  at  least  begin  them.  We  recognize  we  have  a  long  way 
to  go,  but  we  have  at  least  a  good,  solid  start. 

We  would  also  like  very  much  any  kind  of  dollar  back  on  the 
measures  we  attempted  to  put  in  the  budget  this  time  that  could 
be  improved,  and  be  refined  so  that  we  could  make  the  submission 
next  year. 

FTS  2000 

Mr.  HOYER.  Let's  go  to  FTS  2000.  We  have  heard  some  comments 
about  that  from  Mr.  Brooks.  You  obviously  know  his  view.  I  don't 
know  whether  you  happened  to  see  Mr.  Scott's  comments. 

Mr.  Fischer.  I  did. 

Mr.  HOYER.  Obviously  the  problem  raised  by  something  like  this, 
as  we  are  here  asking  questions,  trjdng  to  find  out  what  are  peo- 
ple's true  opinions  so  that  we  can  make  a  judgment  based  upon  the 
best  advice  we  can  get,  we  find  Mr.  Scott,  as  soon  as  he  changes 
employment  he  changes  his  perspective.  He  says,  "Well,  I  have  not 
liked  mandatory  use  from  the  start,  et  cetera,  et  cetera,  et  cetera, 
and  I  don't  think  in  the  future  things  ought  to  be  mandatory." 

What  observations  do  you  have  on  that?  GSA  continues  to  be  of 
the  opinion  that  this  is  in  the  best  interests  of  the  government,  and 
it  has  been  an  historic  contract. 

Mr.  Fischer.  I  want  to  be  very  unequivocal,  Mr.  Chairman,  that 
we  have  and  continue  to  support  mandatory  use.  The  contracts 
that  we  are  in  call  for  it.  We  think  the  way  the  program  has  been 
managed  speaks  for  itself,  with  Chairman  Brooks'  comments  about 
its  savings.  We  also  have  every  intention  of  the  contract  running 
its  full  10  years,  and  there  is  planning  that  has  begun  for  the  next 
contract  because  of  the  cycle  and  the  state  of  technology  that  is 
very  wide  open. 

But  we  do  strongly  support  the  mandatory  use,  and  would  ask 
that  it,  as  requested,  be  included  as  it  has  in  the  past. 

Mr.  HOYER.  Is  there  any  thought  in  your  discussion  with  ref- 
erence to  the  length  of  term  of  the  contract,  in  light  of  the  rapid 
development  of  technology?  This  sort  of  goes  back  to  our  discus- 
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sions  about  the  computer  that  takes  you  two  years  to  purchase  and 
is  outdated  by  the  time  you  get  it  on  your  desk. 

Mr.  Fischer.  I  will  take  a  stab  at  it  and  ask  Bill  to  follow.  But 
my  understanding  is  we  have  the  ability  when  new  technology 
comes  along  to  acquire  it.  And  we  have  mechanisms  in  place  to  as- 
sure that  it  is  no  more  costly  than  commercially  available,  and  in 
some  cases  less.  And  I  would  see  that  we  would  continue  that  con- 
tract for  its  full  term. 

Mr.  HOYER.  Some  of  the  competitors  that  would  like  to  open  up 
the  contracts,  you  heard  this  testimony  probably  last  year,  state 
there  are  in  fact  nonpublished  prices  being  given  to  consumers  in 
the  private  sector,  the  business  community,  large  consumers  that 
are  better  than  we  are  getting. 

Do  you  believe  that  is  the  case? 

Mr.  CuNNANE.  We  are  not  sure  because  we  haven't  been  able  to 
get  many  of  them.  If  you  could  help  us  get  some  of  those  contracts, 
we  would  like  to  use  those  in  the  mechanism  we  have  in  the  con- 
tract. We  have  something  called  publicly  available  pricing.  It  is  an 
agreement  that  Sprint  and  AT&T  signed  with  us  that  said  if  we 
find  anything  comparable,  it  will  reduce  their  rates.  If  we  can  get 
any  of  their  contracts  in  place. 

Mr.  HoYER.  So  we  will  beat  any  prices  in  town,  just  bring  us  the 
receipt? 

Mr.  CUNNANE.  As  long  as  it  is  not  a  lost  leader.  They  throw 
something  out  on  the  table  for  a  few  months  or  weeks,  and  we  do 
need  to  do  a  fair  comparison  of  service. 

We  did  a  cost-effective  study  that  we  did  send  to  the  Congress 
last  year  with  an  outside  contractor  to  try  to  dig  in  to  see  what 
they  could  find.  And  where  they  were  able  to  find  companies  that 
would  either  share  their  cost  of  the  services  or  suppliers  cost,  we 
found  we  were  cost  effective.  So  we  used  every  tool  and  we  do  it 
every  three  months  today  with  both  of  our  contractors. 

That  is  tied  to  mandatory  use.  With  mandatory  use,  we  have 
what  we  call  publicly  available  pricing.  So  we  are  continuously 
pushing  it  down. 

If  I  could  touch  on  the  technology,  we  think  our  contract  is 
unique  because  we  have  the  ability  to  add  services  available  in  this 
market.  It  has  to  be  within  the  scope  of  the  contract.  It  has  been 
tested,  the  contract,  in  the  GSA  Board  of  Contract  Appeals  and  into 
the  Federal  Court  where  some  of  the  losers  wanted  to  challenge  the 
contract.  We  have  won  every  single  one  of  the  protests. 

We  believe  we  are  able  to  meet  agency  mission  requirements  by 
modifying  the  contract.  We  plan  to  do  that  for  the  last  stages  of  the 
contract.  It  has  been  very  successful  in  modifications. 

Mr.  HoYER.  What  do  you  believe  the  impact  on  the  program  of 
the  FTS  2000  would  be  if  this  provision  was  eliminated?  We  will 
make  it  clear,  we  are  not  contemplating  that  but  I  would  like  to 
know  the  consequence. 

Mr.  CuNNANE.  I  would  like  to  comment  a  little  bit  for  you.  The 
part  I  mentioned,  the  publicly  available  pricing,  the  mechanism 
could  go  away.  Also,  the  contractors  would  have  less  incentive  to 
push  their  prices  down  as  we  ask  them  do  every  three  months. 

We  study  the  marketplace.  When  you  remove  mandatory  use, 
you  give  the  ability  to  agencies  to  migrate  to  other  services.  Num- 
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ber  one,  they  should  compete  the  service  so  you  have  additional 
procurements,  multiple  procurements  around  the  country.  It  costs 
a  lot  of  money  to  enter  into  that. 

We  have  been  able  to  bring  technology  current,  so  we  believe  we 
are  meeting  their  needs.  There  is  another  factor  in  mandatory  use. 
The  vendors  have  been  able  to  look  and  see  how  much  business 
they  are  projecting  over  a  period  of  time. 

And  as  Congressman  Brooks  mentioned,  he  said  there  were  two 
competitions.  There  is  a  price  determination  he  was  talking  about 
in  year  four  and  year  seven.  Both  contractors  get  to  go  after  each 
other's  business,  40  percent  of  that  business.  This  is  a  mini-pro- 
curement within  the  present  contract.  In  order  to  do  that,  we  have 
to  project  what  amount  of  business  they  will  have  over  the  next  six 
years  or  over  the  last  three  years. 

If  you  take  the  mandatory  away,  you  can't  tell  them  how  much 
business  we  have  at  all.  So  it  is  kind  of  difficult  to  do  an  evalua- 
tion. You  don't  know  how  much  business  is  going  to  be  left.  Then 
agencies  may  take  their  business  elsewhere — you  can  always  find 
something  a  little  less  expensive  in  some  cases.  As  you  remove 
some  traffic,  this  is  a  volume  sensitive  contract.  The  user  may 
move  off  of  a  Los  Angeles  switch,  but  more  important  is  the  small 
location  where  there  is  just  a  group  of  agencies  sharing  those  re- 
sources. 

As  you  take  one  agency  away,  they  may  get  a  good  deal  on  what 
they  buy,  but  the  ones  who  are  left  behind,  their  prices  may  go  up 
because  the  volume  is  impacted.  We  need  to  aggregate  traffic  at  lo- 
cations. We  need  to  share  the  facilities.  We  believe  that  is  what 
this  contract  has  done. 

Fifty  percent  of  the  value  of  this  contract  goes  to  the  local  ex- 
change carriers,  the  C&Ps  of  the  world.  Those  are  access  circuits 
that  go  in  there,  and  as  you  bring  in  more  contractors,  you  are 
going  to  bring  in  more  single-access  groups.  That  is  not  cost  effec- 
tive at  all. 

And  the  reason  we  are  able  to  make  on-net  calls  around  this 
country  for  five  cents  a  minute  is  because  we  have  aggregated  the 
traffic.  If  you  remove  mandatory  use,  I  believe  prices  can't  go  any 
higher,  because  we  have  a  fixed  contract,  but  they  won't  go  any 
lower. 

Mr.  HOYER.  Let  me  ask  a  question  I  asked  last  year  and  in  which 
I  am  interested.  MCI's  position  is  they  weren't  a  principal  nego- 
tiator, as  I  recall.  But  the  representation  of  some  who  testified  last 
year  was  that  all  of  the  competitors  represented  that  mandatory 
use  was  essential.  In  order  to  have  a  viable  bid  process,  they  would 
need  to  know  the  aggregate  services  and  know  the  volume  of  serv- 
ices for  their  bid  to  be  as  low  as  possible. 

Have  you  found  in  your  records  the  information  I  was  looking  for 
last  year?  Did  we  ever  get  anything  on  paper,  in  letters  or  in 
memoranda  or  some  other  evidence  of  that  representation  that  in 
fact  mandatory  use  was  necessary  to  justify  the  volume? 

Mr.  CUNNANE.  I  believe  we  have  it.  I  believe  actually  Mr.  Brooks' 
office  probably  found  it,  because  in  his  presentation  last  year,  in 
his  testimony,  in  addition  to  GSA's,  I  believe  he  stated  and  I  be- 
lieve it  has  been  verified  to  us  that  actually  MCI  was  the  company 
that  suggested  the  mandatory  use,  and  that  was  the  documentation 
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we  were  looking  for.  But  we  certainly  will  get  it  for  the  record  and 
pass  what  we  can  to  you. 
[The  information  follows:] 

History  of  Mandatory  Use 

Attached  are  two  pages  from  a  report  produced  by  the  Committee  on  Government 
Operations  (House  Report  102-1058)  addressing  the  origins  of  mandatory  use  for 
FTS2000.  Also  attached  is  a  copy  of  The  Honorable  Jack  Brooks'  letter  to  The  Hon- 
orable Steny  Hoyer,  dated  May  24,  1993,  concerning  the  history  of  mandatory  use 
and  the  FTS2000  procurement. 

[The  information  follows:] 
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oonditioaa  th«t  pr«v«ited  In  early  I99L  An  e«peci«ll)r  itnporUnt 
chvMS«  mado  by  AsBOciata  AdminlstrBtor  Boott  has  been  the  reviyal 
and  revitaJiiation  of  the  Interagency  Managemeni  Council  T^iif 
council  of  agency  repreoentatlvea  waa  aatabUahed  at  the  direction 
of  the  Congreaa  in  the  conference  report  on  the  flical  year  1988 
eonkinuing  reeolutioti.  Public  Law  No.  10(M9&>*^ 

Vm  Mandatobt  Uh 

A.  ouomt 

It  oonsietcntly  haa  been  the  poeition  of  the  Oongreait  and  of  the 
General  Serricea  Adminiatratlon,  that  FTS  2000  aboald  be  a  gov- 
•nunentwlde  ayatem  and  that  taU  participation  in  FTB  2000  by  all 
Federal  agendet  ia  eseniial  to  ita  tuooaaa.  Accordinfly,  tha  FTB 
2000  contraota  provide  that  use  of  FTS  2000  will  be  "mandatorr  for 
ail  Federal  agendea"  and  thia  contraetoa)  proviaion  baa  been 
backed  up  by  regaUtion*  by  cpngieaal  final  ovenighi,  and  bar  aonoal 
appropriation  act  Mvw  providing  for  "mandatory  nae**  of  the  eon- 
tracta  by  Federal  agendaa,  with  oertain  llmitad  eaoapCioQa.  yV 

In  order  to  undarvtand  "mandatory  uaa,"  it  ia  neceeBary  to  \ 
review  aoroe  of  tha  hiitory  of  FTS  SOOO.  The  FTS  2000  contracta  I 
ware  awarded  In  1988  after  an  intanaa  eompatitloii.^  In  tha  midst 
of  thIa  competition^  Martin4dar1«tta/MCI.  ena  of  tha  compeiinff 
cootxaetor  teama,  oomiJained  that  the  ooata  of  praperinf  a  Ud  and 
the  riaka  inherent  in  the  FTB  2000  contracta  (in  which  pricaa  paid 
by  the  Government  could  only  go  down,  not  up)  were  too  high, 
without  aome  aaeuranca  of  an  adequate  return.^"  The  Qovemmant 
Operationa  Comnuttae  and  tha  Approprlationa  Oommittee  agraad 
that  the  wldaet  poeeibla  uaa  of  the  program  waa  eaaential  to  iU  aoe-    • 

With  the  aapport  of  the  Government  Operationa  Committaa,  tha 
following  lanmiage  waa  iziduded  in  tha  conference  report  ea  tha 
fiacai  y«ar  Im  oonthiuing  reaolution.  Public  Law  Na  100-498: 

The  Confereee  believe  that  tail  paiticipaUoo  in  the  FTB 
2000  prqiect  by  all  F^Bderal  agandaa  la  fundamental  to  the 
Bucceea  of  thfai  procurement. 

No  Utar  than  July  1988*  tha  GSA  ahall  publlah  In  tha 
Federal  Rivbitei'  i«gulatlona  governing  the  uao  of  the  FTB 
2000  netwoHc  Such  reaulatiooa  shall  provide  that  (1)  uae 
of  the  network  ia  mandatory  for  all  F'edvral  afency  activi- 
tlaa  8ubr)ect  to  P.L.  89-806»  (2)  exceptiona  ihalT  ba  granted 
by  GSA  for  agenciaa'  unique  or  apeoal  purpoee  network  re- 
quiremanta,  and  (8)  agenciaa  may  appeal  a  09A  denial  for 
an  ejcemptlon  to  OMBl'** 

GSA  did.  in  fact,  publiah  reguiatlona  implementing  the  conf^ 
direction.** 


*«'H.  a«f4.Ht.iM,ioouoM«^i«tB«^  nee  (Dm.  n,  i«m. 
"SMMrt  vawt,  "ua* 

•«H.  line  Mo.  4M.  WOta  Com..  Itt  8^  IIM  <Dm.  tt  IMT) 
>**rUIMA  Istvriia  Ittlm  1,  uHmLtmrf  Ndbr>i  T 

July  m.  int.  u  rM«m  ut^tm  auaimhiM  nx 
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to  the  R^.  The  FTS  2000  lequest  for  propottJi,  in  tfiction  C.1.1, 
btroductioD,  slated: 

lUt  oootTMt  u  for  tei«coimnimit»Ui>n»  eovioca  fiir  the 
FTB  2000  pragram.  The  fTB  2000  pcoinun  wSn  npla» 
esiiUog  inCef^yewildiad  voke  Fadaml  telecwmrannirgH 
OoM  iQstaiD  (ftS)  and  pravlda  adhHtimml  end  enhanced 
uUr»«>m»nL.*tift«>  cvfMdnlitite  to  the  F^edenl  Govera- 
ncDL  JhB  FTS  2000  prognun  will  be  mendetory  tof  "U 
Federal  agoncjr  acUvitW  eukvect  to  PI^  8^-906,  ae  Unple- 
mented  by  the  F>»deral  [Bformatian  Beeooroa  Manage' 
meet  Regulatwn  CFOtMAX*^ 

B.  MAMVATCMnr  USB  nAiuns 

Bacfa  year  since  the  award  of  the  FTS  2000  eontmcta»  Ooogiesi 
bos  included  in  the  TreasofTr  FontJil  Service,  General  Oovenimiot 
Apinoiuriatioa  Act  a  proviilaa  vovaniin«  **mandatccy  onu"  ^  Gon- 
IPMS  ononally  enacted  this  fltatnte  to  reduce  file  risks  Inherent  hi 
the  FTO  2000  pjwcram.  to  ensure  the  eauwinT  and  cllldenqr  of  the 
new  networtL  and  to  eliminate  UDneeessary  aupttoation  of  capehiU' 
tke  and  pooidtble  incompatibfiitj  among  Otrranunent  tsLsoamnmnl- 
eetioiis  «(7fteBM.  Tbeee  fntfUaaa  have  nqfjind  Federal  egsnciss, 
in  procoring  kn^  distuice  tslecommnnifetinn  eervioee  sf*«ect  to 
the  Brooks  ADP  Act,  to  prseDre  those  serviceB  nnder  FiS  2000. 
The  aoie  eneption  is  when  the  ngMi^  can  demonstxaie  a  ^inique* 
requireosent  that  cssmet  be  eatisMd  trnder  FES  2000  and  jvoeure' 
ment  ouhdde  of  FTS  2000  'Sroold  not  advarvely  aifect  the  ooetre£fecr 
tivenesB  of  the  FTS  2000  frocnrsmaDflliose  statntsa  raflKt  Ooob- 
greasT  eommifcroent  to  the  mendon  oompeting  on  FTB  flOOO  that  Fed- 
sral  agencaee  wnnld  make  fill  nse  of  tke  contracts  through  tiie  lifii 
of  the  gNnogram.  The  1>est  end  final  olEnn''  of  the  tendon  wan 
formed  on  the  beeis  of  this  MBunitnMnL 

The  Oavemment  Opcsntaons  Ocsnmittae,  over  the  pnst  several 
3i«ars,  has  woricsd  dosely  with  the  Aoproinriatian  Gbmmittee  to 
enenze  that  the  "mandntnty  use**  psoviaion  remains  law.^ 

c.  AirAGsncBf  MAMDATomr  vm 

''Mandatory  Use"  of  FIS  2000  hM  been  nnder  attack  almnst 
oinee  ila  inception.  Ilie  Dspertment  of  Defense  began  resisting  the 
eonoept  well  before  award  of  the  FTB  2000  contracts.^  Ahnoet  im- 
medioteiy  foikwiiv  oontrnet  awnid,  DQD  was  ioined  in  the  attedc 
by  the  losing  or  nonoooapeting  vendof*.  Thfa  lotafaying,  in  the  iffess, 
in  the  halls  cif  Congnea,  and  hi  the  execotive  bnmch,  has  been  im- 


•v  kt.  «A  r^aiam  ftTiOD^MIk  MS  SUt.  ITU.  Si«t  Ot.  1  ML  f  St?:  PuUfe  Uv  N»  Itl 
IM.  MSaS  TO,  N«v.  <^  IMS,  t  esL 

•^Sw,  «^  litlw  to  CUnu  Wifud  X  BeyUl 


Jk^  TrmJL  UmUm,  mad  Jmk  Bnofa  MU  iMt  IK  ISBl;  liOvip»H JL 
riam  Cbc9Mi  1^. n««M,  «■<  MrS^ /^  1.  im.  Omii<» 
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TIm  Oovemmeat  OMratioaa  Omnmitiee,  bmrennr»  hM  ooomtent^ 
ly  xnaiixtaiMd  that  alkmiiig  ^km  wdtfng  mandatory  use  ftowtakoti 
to  \Mpm  ooald  nriouily  daaiage  the  FTo  2000  pntram  mnd  cndan- 
0tr  U»  ovsroQ,  sownmenMrUe  nvia^  tm  fT8  SOOO  can 
pnxluea  for  tha  taxpayna. 

THa  naoal  typical  atvamia  of  attadL  oa  ''mamdalory  uaa"  haa  baen 
the  dtstiim  ai  a  taupoaad  mioa  for  a  oartkular  aerrioa  ky  a  par- 
ticular  vaoto  httmma  paxticolar  kicatkw  tliat  b  hm  than  <^6»nd 
on  FTB  aOOO.  It  ia  tnia  that  in  aoma  apadfle  eaaaa,  a  partknlar 
agmcy  aiay  ba  cUa  to  procnra  a  jartibutM'  lalwrtmmnnlratVTiai 
aervka  at  a  prka  Ivwar  than  that  anarad  on  FTS  2000.  Sodi  "lower 


prioaa,"  howwtt,  donot  tike  into aoeoimt  tfca ovaralL  gavernmaot' 
wide  MnriA^  undar  FTB  SOW  and  nuiy  dias^gard  FIB  2000  advaxi- 
tagee  in  procuraaant  ooafai  asaS  admmlatratiire  wood  bUling  coata.*** 
The  Guvatumaut  OparatioM  OoBimtttaa  firalv  h^Llavea  that  laDara 
to  VTgnmaij  iaplamant  mandatray  oaa  wooid  oeet  the  taxpayan 
monay  m  the  loaf  ran. 

IroiueaUy,  a  vendor  which  bad  baan  a  praponent  of  tba  '^nanda- 
tory  vmT  praviakm  ditxiaf  tfaa  FIB  2000  pracanment— MCU- has 
baooma  ita  chief  oppotMnt  in  the  yeaxa  aLaoe  ita  anactmant.*^  The 
Gofeffnment  Operaooea  Oonmittae  cm  only  with  that  MCI  and  ita 
compatriot  eonpaiuee  had  bean  aa  diHfeni  ia  oompetiDg  for  the 
FI8  2000  coutracta  aa  th^  have  beee  in  attemoCiof  to  ondarmine 
the  contrada  now  that  they  hatve  been  awarded,  (mhapa  it  would 
be  appropriate  now  for  Mu  to  rdeaae  to  ti»  pohlie  tfaen-  ortglzial 
bid  en  FT8  8000  end  to  canipart  thrir  prioea  to  the  pricea  oOsrad 
by  tfaa  wiimfag  laddatai  ia  order  to  ipauga  \hB  trve  extant  of  their 
cammitmfwih  to  lower  pricea  for  Q«m/nanmni  agrmrjea.) 

■AamixNT  OF  utJBiaa 


Notwithrtanding  PcntagDo  deluaifHia  to  the  contranr.  the  Depari- 
meot  of  Defenae  ii  onldeet  to  tbb  Brooke  ADP  Act  asd  W  a  "manda- 
tary uaer^  of  FTB  2000.  Chaihman  Cbnyeri  and  former  Chairman 
Bmoka  addreaaed  tfaia  iaaoe  dnr^  th»  Aprfi  1S91  hcarinc: 

ftlr.  CoHTcas.  Finally,  Chairman  Bvooka.  I  don't  know 
bow  yon  felt  aboot  the  IXK)  waiveta  to  VTS  3000.  but  it 
Baena  to  me  that  we're  lettii^  one  oT  onr  l^flgeat  depart- 
manta.  obvioualy,  out  from  the  whole  idea  of  the  tale- 
Mr.  Baooxa  They're  Joat  not  danng  the  net  lltey're  Ut- 

ting  thoee  big  fiah  out  I  think  thai 

Mr.  CoMTna.  Did  yon  antkripate  that  would  happen,  or 
bad  yon  envinoned  DOD  being  in  thia  with  everybody 
elae? 

Mr.  Baooaa.  No.  I  enviaiooed  that  DOD  wtxild  be  iii  it, 
ajtkd  that  they  woold  try  and  acpiirrel  their  way  out  of  it,  aa 
thi^  ahraya  do,  out  of  any  regulation  or  ooairol.  If  you  put 
out  a  regnlatMoB  t)Mt  jpec^le  art  toujuaad  to  waab  their 
face  bi  the  moming.  DdD  weuM  aay  it'e  impractkaJ  for  ua 


part  y\KK  TTS  iM»  FSMac." 
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€onw:tsisi  of  tfie  Winitttf  i^mui 

"'•'•^  ^tmst  of  IBufxtitntstittti  onhakcotics 

llMl^nttm,  ]M  205)5 
Miy  24.  1993 

The  Hooorable  Steoy  Boyer 

Qaiiuwi 

Subcommittee  on  Treasury,  Postal  Service, 

Qeneol  OovcmmeM 
H-164,  Tlw  CfiUA 
Wufaingttm,  D.C.  20910 

Dear  Mr.  Quinnan: 

I  appnaiMM  the  of^ommlty  to  tettiQr  btftxv  your  Suboommittee  oo  April  22  with 
regard  to  the  FtCeai  Oovtmment'*  FrS2000  pnifiam.  The  purpose  of  ihii  leoer  ia  to 
address  two  matters  that  apparently  arose  after  I  teotiiScd. 

First  Is  the  Issoe  of  how  'mandatory  use*  originaied.   Tbe  problem  of  casniing 
adequate  agency  panicipatioa  in  the  eveotual  FTS2000  program  was  flrst  highUghied  by 
OAO  in  a  aeries  of  itpans  id  me,  as  Chainnao  of  tbe  Govetiment  Operatioas  Couuuiuee, 
and  to  Seaate  Oovenimeotal  AfUrs  Cbainnan  Jota  Okm  fn  the  May  to  August  time  period 
In  1987.   At  the  same  time,  GAO,  and  my  own  lavririgatinn,  showed  slgnifloBnt 
sfaortooatiBgs  In  ttte  nunageincm  conititia  of  FTS2000  as  QAO  nrtginally  plamed  1l 

The  work  of  the  Oovonmeat  Opentlotu  Committee  in  the  sommer  at  1987  brought 
about  m^jar  dunges  in  the  ptens  for  FT52000.   The  ptocmement  was  significantly  radiKwn 
by  OSA  over  a  period  of  months,  ontll  one  pnncipal  issue  remained  unresolved:   whether  the 
progfsni  wouM  be  wtnocr-taice-aU  or  dual-sonicod. 

Of  the  300  veodon  chat  requested  copies  of  OSA'i  draft  RFP  for  FTS2000,  thtee 
bifkling  teams  etneiged:  Maitin  Marietta  and  MCI;  QTE  and  Sprint;  and  AT&T  and  Boeing. 
Ironically,  in  ligtn  of  MCI's  cttneDt  objeinions  to  FTS2000  on  the  grounds  of  the  piogfam 
bdng  an  aDeged  'monopoly',  3n  the  smnmer  of  19S7,  when  I  struggled  to  get  FTS2000 
changed  tx>  a  multi-^«ador  piogiam,  the  one  bidding  team  that  opposed  die  cfaangs  was 
Martin  Maiietta-Md.    Indeed,  tbe  Martin  Maiietia-MCI  team  threateaed  to  withdraw  ftom 
the  procurement  unless  tbe  program  was  awarded  on  a  winaer-taice-a}]  bails  -  thicatcniag  the 
vitality  and  stability  of  the  piocancment  itself. 

Late  in  the  summer  of  1997,  OSA  Admlnistntar  Terry  Golden  reached  a  policy 
agresmem  with  me  and  my  RanUng  Republican  Member,  Frank  Horton,  and  a  new,  multi- 
vendor  design  fbr  FrS20(X)  was  bom.   The  program  would  l>e  dual-sourced;  tiw  two  awards 
-  QQC  for  60  percent  of  the  revenues  and  one  for  '10  percent  -  would  also  now  include  regular 
price  and  seivioe  noompetMon  between  the  winning  contractors  dsoughout  tbe  life  of  the 
progtan. 
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The  Boooniaic  Steoy  Boyer 

May  24,  1993 

Htt2 


NevBrtMen,  the  one  biddinc  tetm  ttui  had  lO  strootly  oppoaed  multiple  oontx«ct&, 
KCutin  Majkttt-MCI«  wu  Kill  oooc«ned  iboui  tbe  viibility  of  th«  FTS2000  procoremeat. 
They  oontinDH)  to  niQat  thu  tbey  would  ocx  be  able  to  bod  on  the  ooattKt   Breo  with  the 
teo-year  lUture  of  the  conlzaoti,  wMcfa  tbey  K^pportsd.  tbey  fidt  that  the  60/40  spAt  genouily 
reduced  the  bctiaea  oppoctunity.    Acoordincly,  Ibe  Martin  Maxleda-MCI  tetci  ^jproached 
(he  Oo^enuMot  OpenilflM  Comnrittrr.  with  a  propool  which,  If  adopced,  would  aocute  tbcii 
oomnadtBteat  io  mnafai  in  the  oompedtioii.  The^  requested  that  the  proouremem  be  node 
mandatory  1^  use  by  an  agwciiti  nb^i  to  d>e  Brooki  Act,  ai  dw  ineaiu  of  ^-w^rfng  a 
Wffictwt  dzB  of  bualnea  opportsnity  to  make  the  substantial  investment  required  wonhwhlle 
and  the  dala  jotiflihle. 

The  Maztfai  Marietta-MCI  biddSng  team  believed  that  lyiof  te  new  poUoy  dlteot^  to 
afsicy  tmOai  waa  the  axm  eOtoivt  mmu  of  iiaplemeetinc  nch  a  tlfnificant  dttnie.  I 
agreed  and  wroto  to  fiooner  CSainiian  Roybal  aakinf  far  hit  aniitanoe.   He  concmred,  and 
otaodaiory  ttae  ISDfaage  wu  incladed  ia  the  zepoct  aoooBipaoyiaf  theFYSS  ippropdatioiu 
bin  The  laoftace  wai  i^gtaded  to  be  in  (he  bUl  ioelf  for  FYa9,  as  the  result  of  a  futher 
atteement  bet««eo  the  two  ooemdaees.  Both  of  dieae  evom  took  plAoe  dorioi  dw 
procuremeot  (vanpwHtina,  bcftue  oontzact  award,  asd  wtdi  ibe  ooca|toe  nppoct  of  aQ 
potiss,  inedoiflni  aSA»  0MB,  the  Prafaknt,  and  aD  (fana  bidding  leams. 

The  aeond  iaM«  I  with  K>  addreai  it  the  OAO  wadaooy  lepnlieg  the  Braob  Aa 
reiativa  lo  FTS2000.  As  yoa  pcobahty  kaow,  h  wu  the  OAO's  reports  in  1987  that  Utk)  the 
grooodwock  far  imtitntioa  of  tnanrtatony  use,  by  pointiBf  out  a  poteatiaQy  aorious  problem  in 
eraurtaf  adeqixte  ateaqr  uaife  of  the  piDfEBBi.  In  Uffat  of  that  backgroood,  I  flad  it 
distngeoooos  fbr  GAO  to  aoaeat  at  diis  time  that  the  proviiiaBs  of  ttw  BrocAa  Act  ate 
■ufflckBt  to  sustain  the  poficy  of  maadUory  use.  It  itoald  be  nosed  that  the  Brooks  Act  was 
in  effect  doiflc  te  lifeqeo  of  the  (^  FTS  system  fttxn  the  mid  1960b  tfaroofh  1989. 
Despite  the  existeooe  of  Itat  avtbotlty,  the  syrtem  developed  in  such  a  way  that  in  the  end  iti 
tednxdogy  wu  mtignatad  and  bs  prioes  were  cauafaitant   Afendei  bailed  otii  of  the  system 
and  ptitts  were  on  the  dzawlog  boaids  for  mote  tlan  200  sefMtnte  Federal  networks. 
FrS2000  came  into  aadslBDce  aiquesdy  to  ooaect  tUs  sitosilon,  arxl  it  is  mandatory  use  and 
the  iBiiqtM  suuutuie  of  the  prufiam  ttatt  win  make  such  a  oonectkm  viable. 

Aa  you  kaow,  a  year  afo  your  Suboommittee  asked  OAO  wtwthti^  nudatory  om 
ibookl  oeai^ea.  OAO  wro«B  $t  that  tlao  diat  raandatory  use  ihoold  be  ooodoued  because  it 
was  plainly  arnrsaary  far  the  sooceas  of  the  Price  Redesermiaation/Seivloe  ReaUocatiQa 
(FR/SK)oainpetitioo  whtcfaOSA  waaoonductii^.   We  know  that  the  FR/SK  wu  a  gzeal 
fttcoeas,  but  OAO  now  matetains  that  die  mandatory  use  law  may  no  longer  be  needed.  This 
poeitkm  i«  eBctrerady  ihoctsl|faled. 
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Tbs  Bononble  BmayBeyv 
Utf2*,  1993 


PurtiMr,  dnoo  thii  prafnm  li  not  over  ytt,  we  have  aaotber  PR/SK  in  just  two  and 
ooo-half  yean;  tbe  new  PR/SR  needs  a  stable  eovironntent  if  U  is  to  also  succeed.  As  swh, 
I  n^ectftiUy  disagree  with  GAO's  nxst  reoeat  testimony  on  tbis  issue. 

In  summary,  I  wooid  tagB  you,  as  I  did  oo  Apdl  22,  »  nuke  tbe  amdatosy  os* 
psoviska  pennanaat.  Tbe  txack  recxnd  of  Oe  protmn  merits  soch  acdon;  in  ad<fition. 
pwHUiwit  laaguig',  will  rdieve  the  Subcommltiee  of  tbe  anmial  process  o/ leconsldedng 
such  a  8tq>,  dtent^  stahniring  lite  remaining  five  and  one-half  yean  of  dkis  jmigaua. 


SincevBly, 
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Mr.  HOYER.  I  will  tell  you  that  MCI  is  a  very  credible  company. 
I  have  no  axe  to  grind  with  MCI,  and  I  told  MCI  very  frankly,  that 
if  I  get  some  evidence  of  this  representation  if  shoots  some  holes 
in  their  argument.  They  claim  in  any  event  that  if  such  representa- 
tion was  made,  it  was  made  on  their  behalf,  not  by  them  initially, 
but  the  major  contractor. 

Mr.  CUNNANE.  They  were  subcontractors  to  Martin  Marietta. 

Mr.  HOYER.  I  said,  whether  it  was  Martin  Marietta  or  yourselves, 
you  would  be  hoisted  on  that  petard  if  in  fact  that  representation 
was  made.  I  think  they  understand  that. 

I  don't  know  whether  there  is  anybody  from  MCI  here.  But  that 
clearly  would  be  good  for  us  to  have  on  the  record,  and  in  the  Com- 
mittee files,  not  because  I  think  it  is  absolutely  dispositive  of  the 
issue.  From  a  legal  standpoint,  we  can  make  modifications  and  we 
could  save  a  lot  of  money  for  the  taxpayer. 

Talking  about  that,  I  would  also  like  for  the  record  how  you  com- 
pute the  $3  billion  in  savings  that  have  occurred.  That  would  be 
good  for  us  to  have.  I  presume  you  already  have  that. 

Mr.  CUNNANE.  We  have  it. 

Mr.  HOYER.  I  presume  Chairman  Brooks  got  it  from  you. 

Mr.  CuNNANE.  Yes,  his  staff  did. 

[The  information  follows:] 
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$3  BILLION  IN  SAVINGS  FROM  FTS2000 

During  fiscal  year  1993,  the  Office  of  FTS2000  projected  that  the 
two  ten-year  FTS2000  contracts  would  save  the  Government  $3 
billion  over  the  old  FTS.   The  projection  was  based  on  actual 
cost  savings  achieved  during  fiscal  years  1990  to  1992  and 
savings  for  the  remaining  years  of  the  contracts  were 
extrapolated  using  the  most  recent  information  available.   The 
projection  represents  only  cost  savings  on  switched  voice  service 
since  the  old  FTS  was  a  voice  network  and  did  not  supply  the  data 
and  video  services  available  on  the  FTS2000  contracts. 

Annual  cost  savings  are  derived  by  comparing  the  cost  of  the  same 
volume  of  switched  voice  service  on  FTS2  000  to  the  cost  on  the 
old  FTS  network.   The  savings  for  fiscal  years  1990  through  1992 
are  based  on  actual  FTS2000  switched  voice  service  minute  usage 
and  the  average  of  AT&T  and  Sprint's  actual  per  minute  cost.   The 
average  cost  per  minute  on  the  old  FTS  was  derived  using  data 
from  the  last  full  year  of  operation  (fiscal  year  1989) .   The 
costs  per  minute  for  FTS2000  and  FTS  do  not  include  costs  for  GSA 
management  support  costs  or  to  build  the  reserve  to  finance 
future  one-time  costs,  i.e.,  transition-related  costs. 

The  FTS2  000  contracts  were  awarded  to  AT&T  and  Sprint  on 
December  7,  1988.   From  October  1989  to  June  1990,  more  than  1.3 
million  customers  from  the  old  FTS  network  were  transitioned  to 
FTS2000.   As  a  result,  the  savings  for  fiscal  year  1990  do  not 
reflect  a  full  year  of  usage.   AT&T  and  Sprint  supplied  1.1 
billion  minutes  of  usage  through  the  FTS2000  contracts  and  the 
Government  realized  a  cost  savings  of  $125  million  oyer  the  old 
FTS  network. 

Fiscal  year  1991  represents  the  first  full  year  of  operation  of 
the  FTS2000  network.   The  two  FTS2000  contractors  provided  2.1 
billion  minutes  of  switched  voice  usage  at  a  savings  of  $198 
million  when  compared  to  FTS  costs. 

FTS2000  switched  voice  usage  grew  to  3.2  billion  minutes  during 
fiscal  year  1992  -  an  increase  of  more  than  50  percent  from 
fiscal  year  1991.   As  a  result  of  this  growth  and  negotiated 
price  reductions,  during  fiscal  year  a  savings  of  $480  million  to 
the  Government  was  achieved. 

Assuming  FTS2000  switched  voice  usage  and  prices  would  remain  at 
fiscal  year  1992  levels  through  the  end  of  the  contracts 
(December  1998) ,  a  savings  to  the  Government  of  $480  million 
annually  would  be  realized.   Total  savings  for  the  remainder  of 
the  FTS2000  contracts  (October  1992  to  December  1998)  were, 
therefore,  estimated  to  be  $2.5  billion.   Actual  costs  savings 
from  fiscal  years  1990  to  1992  and  projected  cost  savings  over 
the  remaining  life  of  the  FTS2000  contracts  totals  approximately 
$3.3  billion  over  the  old  FTS  network. 
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PROCUREMENT  REFORM 


Mr.  HOYER.  You  heard  Chairman  Brooks  refer  to  procurement 
reform.  You  feel  you  have  acompHshed  this  already? 

Mr.  CUNNANE.  Partially. 

Mr.  HOYER.  I  continue  to  be  concerned  and  would  be  very  inter- 
ested in  your  observations  with  reference  to  Chairman  Brooks' 
premise,  that  the  GSA  procurement  processes  are  fine  and  what- 
ever delays  occur  are  caused  in  the  agencies.  That  obviously  is  his 
perspective.  I  don't  know  that  to  be  or  not  be  the  case.  But  I  believe 
there  are  significant  delays  which  resultant  from  a  technological 
sense,  in  substantial  costs.  These  costs  are  not  necessarily  in  terms 
of  dollars.  If  you  buy  a  product  at  the  same  price  that  is  out  of 
date,  you  have  lost  money.  That  is  what  I  am  concerned  about. 

Mr.  Fischer,  perhaps  can  you  address  that  and  then  Mr.  Thomp- 
son may  want  to  add  to  that.  I  would  be  interested  in  your  observa- 
tions with  reference  Chairman  Brooks'  statement  on  this  issue. 

Mr.  Fischer.  Mr.  Chairman,  I  have  only  been  at  GSA  a  year  and 
a  half,  and  having  been  a  customer  of  this  process,  I  could  offer 
this  insight,  that  I  think  Chairman  Brooks  is  right.  My  experience 
was  that  the  majority  of  the  time  line  was  consumed  within  the 
agency;  that  when  the  agency  went  to  GSA  for  a  review  and  dele- 
gation, that  that  turned  around  in  a  very  reasonable  period. 

Now 

Mr.  HoYER.  What  is  a  reasonable  period? 

Mr.  Fischer.  Less  than  a  month  for  something  very  big,  and  in 
the  case  of  a  smaller  thing 

Mr.  HOYER.  What  turns  around  in  a  month? 

Mr.  Fischer.  We  would  submit  a  request  to  GSA  for  approval  to 
procure  if  the  procurement  we  were  contemplating  was  larger  than 
a  certain  threshold.  I  was  at  Health  and  Human  Services,  so  when 
Social  Security  would  come  in  and  say.  We  need  to  procure  $2,000 
worth  of  computers,  that  would  be  above  the  threshold.  Those 
things  were  turned  around  very  quickly.  In  fact,  one  of  our  per- 
formance measures  internal  to  us  is  how  quickly  we  move  those 
things  through. 

Mr.  Hoyer.  That  is  desk  time,  let  me  refer  to  it  as.  shelf  length 
from  one  agency  to  another.  The  law  itself,  of  course,  requires  a  lot 
of  time  lines  and  a  lot  of  stretching.  In  other  words,  it  may  not  be 
that  anybody  is  doing  anything  wrong.  We  tend  to  jump  to  conclu- 
sions that  if  something  is  wrong,  somebody  is  doing  something 
wrong.  In  fact,  the  procedures  that  we  have  in  place  that  everybody 
is  following  may  lead  to  that  delay. 

We  are  caught  in  government  between  the  public's  desire  and  our 
own  desire  to  preclude  waste,  fraud  and  abuse,  and  the  desire  to 

take  risks  as  an  entrepreneur  would if  you  move  fast,  you  are 

going  to  make  profits,  but  also  may  sometimes  lose. 

To  what  extent  are  the  process  requirements  causing  this  delay? 
Do  you  agree  with  my  premise  that  in  fact  delays  are  costing  us 
in  a  major  in  a  technological  sense? 

Mr.  Fischer.  I  certainly  would,  and  I  would  refer  to  Joe,  who  has 
seen  a  lot  more  of  it,  in  a  second.  I  would  also  agree  there  are  a 
number  of  process  steps  that  are  inherent  in  the  law  and  our  regu- 
lation of  them.  And  it  was  interesting,  our  experience,  during  the 
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beginning  of  the  National  Performance  Review,  where  we   said,    i 
Let's,  in  laboratory  settings,  attempt  to  waive  as  many  of  the  rules 
we  have  imposed  on  top  of  the  statute  as  we  can,  and  as  we  went 
in  and  as  agencies  went  in,  we  didn't  find  much,  quite  frankly,  that 
was  beyond  the  basic  statute. 

Mr.  HOYER.  Did  you  find  therefore  that  the  statute  itself  was  at  i 
fault  for  the  delays  or  the  reason  for  the  delays?  Forget  about  fault,  " 
the  reason  for  the  delays. 

Mr.  Fischer.  I  never  want  to  fault  the  statute,  but  I  would  say 
that  it  did  contain 

Mr.  HoYER.  You  are  one  of  about  1  percent  of  America. 

Mr.  Fischer.  But  there  are  those  steps,  and  as  you  say,  they  are 
there  to  assure  not  only  the  absence  of  waste,  fraud  and  abuse,  but 
fair  competition  and  ability  and  time  line  for  people  to  ultimately 
bid. 

My  observation  is  that  one  of  the  things  we  are  trying  to  do  in 
some  of  the  pilot  efforts  we  have  that  Joe  can  elaborate  on,  is  wher- 
ever we  can  within  the  configuration  and  constraints  of  the  law, 
make  it  easier  for  agencies  to  acquire  that  rapidly  changing  tech- 
nology as  quickly  as  possible.  We  think  some  of  the  experiments, 
for  example,  with  the  multiple  awards  schedules  and  requiring 
desktop  technology,  if  you  will,  will  help  move  us  that  way. 

Joe,  I  will  turn  to  you  to  elaborate  on  that. 

Mr.  Thompson.  Mr.  Chairman,  this  is  my  first  committee 
hearing 

Mr.  HOYER.  We  are  honored. 

Mr.  Thompson.  Having  looked  at  some  tapes  of  your  hearings  be- 
fore, and  in  preparation  of  this,  I  am  honored,  and  I  am  a  little 
nervous. 

Mr.  HOYER.  I  am  nervous  that  you  are  watching  tapes  of  our  per- 
formance. You  think  you  are  nervous?  I  will  have  to  clean  up  my 
act.  He  puts  all  that  on  the  record.  I  joke  far  too  much. 

PROCUREMENT  SAVINGS 

Mr.  Thompson.  Let  me  start  where  I  think  you  started,  sir.  And 
in  reference — where  Chairman  Brooks  also  started.  Since  1965  we 
have  saved  more  than  $26.4  billion  in  procurement  of  information 
technology  at  GSA.  This  year  we  saved 

Mr.  HoYER.  Since  when? 

Mr.  Thompson.  1965. 

Mr.  HOYER.  Since  the  Brooks  Act. 

Mr.  Thompson.  $26  billion  dollars.  In  1995,  we  will  save  an  esti- 
mated $913  million  under  the  multiple  awards  schedules  program, 
which  is  the  single  largest  component  of  cost  savings. 

Mr.  HoYER.  How  do  you  compute  that?  From  what  base  do  you 
start,  that  you  paid  X  for  it,  but  for  whatever  you  had  done  you 
would  have  paid  Y,  which  is  $913  million  more?  Explain  that.  How 
does  that  work? 

Mr.  Thompson.  There  are  several  different  categories  depending 
on  the  type  of  procurement  and  what  is  being  procured.  In  general, 
we  try  and  compare  a  benchmark  against  equal  types  of  procure- 
ments by  the  State  governments,  by  local  governments,  by  busi- 
nesses of  different  sizes,  by  other  organizations,  by  the  commercial 
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marketplace.  We  compare  prices  being  ofTered.  And  so  we  bench- 
mark it. 

There  are  a  number  of  different  products  and  services  that  is  in 
that  full  range  of  the  $26  billion.  We  do  have  a  written  explanation 
of  all  of  those,  which  we  would  be  pleased  to  send  to  you  as  part 
of  the  record. 

Mr.  HOYER.  I  don't  know  how  voluminous  it  is,  but  let's  not  deal 
with  the  $26  billion.  Let's  deal  with  last  year's  $913  million. 

Are  you  saying  that  procurements  by  other  entities  of  significant 
size  cost  $913  million  more  for  similar  products  than  ours  cost? 

Mr.  Thompson.  That  is  correct.  If  other  agencies  of  significant 
size  had  made  the  same  purchases  in  volume,  they  would  have 
paid  $913  million  more  for  these  products. 

Mr.  HOYER.  That  represents  how  many  billions  of  dollars  of  pur- 
chases? 

Mr.  Thompson.  That  represents  $1.7  billion  in  purchases. 

Mr.  HOYER.  $1.7  billion  dollars  in  purchases.  So  you  are  saving 
approximately  35  percent.  That  is  very  significant. 

Mr.  Thompson.  I  will  give  you  an  example  of  the  Multiple 
Awards  Schedules  Program,  which  is  basically  a  program  to  buy 
computers  and  systems  as  a  group.  We  have  an  operating  budget 
which  is  $5  million.  We  sold  in  1993,  $1.7  billion  of  those.  That  is 
three  tenths  of  a  percent  operating  cost  in  order  to  provide  that. 
The  basic  premise  is  that  we  have  as  good  prices  on  the  whole  as 
anyone  comparable  offering  those  kinds  of  purchases. 

At  the  same  time,  we  didn't  get  the  very  best  price  in  comparison 
to  some  of  the  competitors.  The  General  Accounting  Office,  for  ex- 
ample, came  in  and  looked  at  our  program  and  said,  Well,  Texas 
bought  some  of  these  same  kinds  of  computers,  same  types,  same 
manufacturers,  same  basic  configurations  and  got  them  at  a  lower 
price.  They  looked  at  a  couple  of  other  comparisons  and  said.  This 
price  wasn't  that  good. 

On  that  premise,  we  agreed  not  only  with  the  fact  that  we  have 
done  an  excellent  job  in  price  comparison,  but  that  we  can  do  bet- 
ter. We  can  do  better.  And  the  fact  of  the  matter  is  that  the  mar- 
ketplace for  the  procuring  of  these  kinds  of  commodities  is  chang- 
ing, and  we  need  to  look  at  means  and  methods  of  being  able  to 
respond  to  that. 

You  mentioned — we  are  paying  too  much,  not  for  all  of  it,  but  for 
some  it,  and  that  is  documented.  We  can  prove  to  ourselves  that 
we  are  paying  too  much,  and  it  takes  us  too  long  to  procure  it.  The 
average  procurement,  for  example,  for  the  process  itself,  can  take 
about  13  months  in  terms  of  procurement  time.  That  is  too  long. 

Mr.  HOYER.  What  is  the  life  of  a  computer  now,  the  technological 
life? 

Mr.  Thompson.  In  most  of  our  offices  it  would  probably  be  about 
three  years.  A  new  product  will  come  out  in  six  months,  which  you 
do  not  necessarily  need  to  upgrade.  So  you  should  be  able  to  use 
it  for  that  long.  And  if  it  is  properly  used,  you  should  be  able  to 
use  it  as  long  as  10  years.  It  can  go  to  educational  institutions. 

Part  of  that  savings  we  talked  about  since  1965,  $3  billion  of  that 
was  in  transferring  computer  equipment  from  an  office  that  had 
reached  the  limit  of  its  capacity  in  terms  of  utilization;  to  another 
office  that  could  get  full  utilization  out  of  it. 
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So  those  kinds  of  savings — and  they  didn't  need  to  buy  them — 
are  the  kind  of  savings  that  sometimes  offset  the  costs  of  new 
equipment.  So  it  is  not  always  a  comparison  with  a  new  buy  in 
terms  of  savings. 

Mr.  HOYER.  So  the  $913  miUion  is  a  net  figure  of  cost  avoidance, 
taking  into  consideration  the  over-price  that  we  paid  in  some  in- 
stances? 

Mr.  Thompson.  Yes. 

Mr.  HOYER.  If  we  had  gotten  the  lowest  and  best  price  available 
like  that  available  to  Texas  or  to  whoever,  California,  what  would 
we  have  saved?  I  guess  what  I  am  saying  is,  how  much  did  this 
offset  the  $913  million?  How  much  did  we  overpay?  Do  you  have 
that? 

Mr.  Thompson.  How  much  did  we  overpay 

Mr.  Hover.  Do  you  see  what  I  am  saying?  You  said  GAO  claims 
Texas  got  a  better  price  for  some  things.  If  we  had  gotten  Texas' 
price,  we  would  have  saved  X  dollars.  Presumably  if  we  had  maxi- 
mized in  every  instance  we  would  have  saved  more  than  $913  mil- 
lion, because  in  some  instances  we  pay  too  much,  that  would  offset 
the  savings.  I  am  trying  to  find  out,  how  much  did  we  overpay,  in 
effect? 

Mr.  Thompson.  It  is  contained  in  the  GAO  report. 

Mr.  HOYER.  If  you  don't  have  it,  maybe  you  can  provide  it  for  the 
record. 

Mr.  Thompson.  The  figure  is  probably  on  the  order  of  5  to  16 
percent,  as  I  recall. 

[The  information  follows:] 

GAO  Report 

The  GAO  found  that  Multiple  Award  Schedules  (MAS)  prices,  for  six  of  eight  top 
selling  software  products  surveyed,  were  from  5  to  16  percent  higher  than  the  prices 
paid  by  some  state  governments  (GAO  Report  B-253013  dated  August  1993).  Armed 
with  this  information,  GSA  has  negotiated  MAS  prices  for  these  same  software 
products  under  the  current  contracts  that  are  better  overall  than  what  the  states, 
including  Texas,  are  paying.  Further,  GAO  has  looked  at  MAS  pricing  for  other  in- 
formation technology  products  and  has  found  that  MAS  pricing  is  better  than  other 
available  pricing.  For  example,  in  their  report  of  January  1994  (B-252568),  GAO 
found  that  MAS  pricing  for  microcomputers  and  facsimile  machines  were  more  than 
six  percent  better  than  the  best  prices  an  agency  was  able  to  obtain  for  their  pur- 
chases of  these  products. 

Mr.  Thompson.  But  that  would  not  have  applied- 


Mr.  HOYER.  5  to  16  percent  of  the  $1.7  billion  or — of  the  price 
itself? 

Mr.  Thompson.  Of  the  price  itself  for  that  particular  computer. 

Mr.  HOYER.  That  really  doesn't  tell  me  much.  It  tells  me  that 
Texas  made  a  15  percent  better  deal  on  that  particular  unit  or  bulk 
of  units. 

Mr.  Thompson.  You  can't  apply  that  figure  uniformly  to  the  $913 
million.  The  $913  million  is  a  combination  of  about  seven  or  eight 
different  savings  and  cost  comparison  methods. 

Mr.  HOYER.  But  you  see  what  I  am  saying?  If  you  made  $913 
million  in  savings  but  at  some  point  in  time  you  pay  too  much  for 
products  or  pay  more  than  somebody  else  did,  the  $913  million  is 
a  net  figure.  I  am  just  trying  to  find  out  what  that  was.  Because 
that  will  tell  us  how  much  additional  savings  we  have  an  oppor- 
tunity to  make. 
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Mr.  Thompson.  That  was  a  saving  based  on  what  the  others 
would  have  paid  that  was  excess  to  the  good  prices  that  we  re- 
ceived. 

Mr.  HOYER.  Say  that  again.  I  am  trying  to  compute  it. 

Mr.  Thompson.  Let  me  give  one  example.  The  example  that  I 
give  you  was  one  example  in  which  Texas  received  a  better  price. 

Mr.  HOYER.  Right. 

Mr.  Thompson.  That  was  the  exception. 

Mr.  HOYER.  I  understand  that. 

Mr.  Thompson.  The  rule  was  that  we  in  fact  bought  cheaper 
than  all  of  those  other  sources. 

Mr.  HOYER.  Mr.  Thompson,  I  understand  that.  If  you  hadn't  done 
that,  you  wouldn't  have  this  $913  million  in  savings.  You  got  the 
savings  by  saying,  we  bought  $1.7  billion  worth  of  products.  It  is 
a  net  figure.  If  we  had  purchased  them  at  regular  prices,  we  would 
have  paid  $2.6  billion.  Because  you  had  $913  million  in  savings, 
you  would  have  paid  $2.6  billion  but  you  paid  $1.7  billion,  so  you 
got  a  savings.  But  you  are  saying  there  are  the  exceptions,  so  there 
is  going  to  be  a  small  number  for  which  you  paid  too  much,  too 
much  in  the  sense  of  more  than  somebody  else  got  in  a  deal. 

I  am  trying  to  find  out  what  that  figure  is  because  that  would 
be  a  figure  we  ought  to  focus  on  and  maybe  project  what  additional 
savings  you  might  achieve.  Obviously,  $913  million  savings,  35  per- 
cent is  a  significant  chunk  of  change.  I  want  to  see  if  we  can  go 
further. 

You  don't  have  that  right  now,  we  didn't  expect  you  to,  but  if  you 
provide  that  for  the  record,  I  would  appreciate  it. 

Mr.  Fischer.  We  certainly  will. 

[The  information  follows:] 

Additional  Procurement  Savings 

Our  objective  for  the  MAS  Program  is  to  strive  for  the  best  possible  price  during 
our  up  front  analysis  and  negotiations  with  vendors.  We  estimate  cost  savings  based 
on  the  discounts  we  get  through  negotiations  compared  to  what  other  entities  pay. 
The  savings  also  include  estimated  administrative  savings  resulting  from  reduced 
time  required  by  the  agencies  in  procuring  items  under  the  MAS  Program. 

Using  the  GAO  example  of  the  WordPerfect  5.1  software  package,  Federal  agen- 
cies bought  nearly  17,000  copies  of  WordPerfect  5.1  through  the  MAS  program  in 
1992,  at  a  total  cost  of  about  $4.3  million.  The  MAS  price  for  this  item  reflected 
a  discount  of  approximately  9  percent  better  than  the  typically  available  commercial 
price  for  a  savings  of  $460,000.  If  GSA  had  been  able  to  offer  the  Texas  price,  agen- 
cies would  have  saved  an  additional  15  percent  or  $650,000,  for  a  total  potential 
savings  of  $1.1  million.  The  GAO  noted  that  their  methodology  did  not  allow  them 
to  compute  total  savings  across  all  purchases.  IRMS  does  not  collect  information  on 
actual  units  sold  of  a  particular  product;  this  information  would  be  needed  to  com- 
pute the  dollar  savings  not  realized. 

Through  our  negotiations,  the  MAS  Program  achieved  overall  savings  of  about  35 
percent  on  a  volume  of  $1.7  billion.  There  will  be  occasions  as  evidenced  in  the  GAO 
report  where  at  a  particular  time,  our  price  may  not  be  the  lowest  and  some  addi- 
tional modest  gains  may  be  achievable,  but  the  premise  of  the  program  is  to  mini- 
mize these  instances  and  to  get  the  best  deal  for  the  government. 

COMPETITIVE  PRICING 

Mr.  HOYER.  Let  me  go  through  some  information,  if  you  have  it, 
in  terms  of  average  time  of  acquisition  required  by  the  procure- 
ment process.  Again,  if  you  have  some  observations  with  respect  to 
the  rules  and  process  requirements,  which  apparently  were  neg- 
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ligible  in  their  impact,  please  speak  up.  The  law  was  the  substan- 
tial culprit.  Much  of  that  may  be  necessary  and  proper. 

Did  you  make  any  independent  analysis  as  you  communicated 
with  NPR  or  anybody  else,  or  for  your  own  use,  as  to  changes  that 
could  occur  that  would  facilitate  earlier  purchase  without  giving  up 
any  of  the  benefits  of  fair  pricing  and  competition? 

Mr.  Thompson.  That  was  the  purpose  of  our  model.  We  tried 
to — and  one  of  those  models  was  to  buy  software.  The  way  we  were 
buying  software  traditionally  has  been  to  buy  it  in  the  shrink  wrap, 
where  you  would  get  the  product  and  each  customer  would  buy 
one.  The  commercial  marketplace  has  changed.  And  today  you  can 
buy  that  product  by  buying  a  right-to-copy  license,  so  that  you  buy 
one  and  replicate  as  many  as  you  like.  We  didn't  have  that  mecha- 
nism in  the  past. 

So  we  did  a  pilot.  We  said  we  wanted  to  buy  on  that  basis.  We 
were  able  to  effect  that.  We  got  30  percent  reductions  in  prices  on 
that  product.  First  time  in  the  government.  We  were  getting  good 
prices  before,  but  we  weren't  getting  comparison  prices.  We  did 
that  in  three  weeks. 

The  price,  for  example,  from  Microsoft — we  were  doing  about  $10 
million  annually  with  them — dropped  overall  on  its  different  kinds 
of  software,  about  30  to  40  percent,  so  that  we  are  saving,  net  sav- 
ings in  that  particular  operation,  some  $3  million. 

So  we  know  that  that  kind  of  a  system  did  work  in  that  one  pilot. 
Can  we  replicate  it?  If  we  can  do  that  a  few  times,  we  can  leverage 
that  across  government  and  save  a  great  deal  of  money. 

Then  on  the  hardware  side,  we  have  also  proposed  a  pilot  which 
0MB  allowed  us  to  proceed  with.  That  pilot  is  to  look  at  using  elec- 
tronic commerce  and  using  spot  bidding  in  order  to  be  able  to  get 
prices  on  a  real-time  kind  of  basis.  And  that  pilot  is  in  process  now. 
It  is  not  finished.  But  since  the  resellers  and  the  marketers  of  com- 
puters today  change  their  prices  sometimes  every  day,  it  is  our  aim 
to  get  a  procurement  process  or  a  model  or  a  type  that  would  allow 
you  to  take  advantage  of  rapidly  dropping  prices. 

And  so  in  this  model,  what  we  have  asked  for  is  that  you  can 
change  the  price  any  time  you  like,  you  can  do  it  in  real  time;  it 
goes  up  on  a  large  screen  and  you  can  scale  up  more  than  140,000 
products  and  look  at  the  prices  of  all  of  them,  so  it  makes  it  easier 
for  the  customers.  And  those  of  us  in  the  Federal  sector  can  use 
it  and  find  the  best  price  rather  than  looking  through  catalogs, 
which  we  have  in  years  past,  just  like  the  Sears  and  Roebuck  cata- 
logue, to  try  and  find  a  product. 

That  pilot  is  allowing  us  to  see  if  we  can't  get  prices  in  terms  of 
today's  real  market,  real-time  prices,  because  the  one  thing  we  are 
convinced  of  is  although  we  save  a  lot  of  money  under  the  longer- 
term  contract,  which  takes  us  some  16  months  to  put  in  place,  this 
kind  of  a  procedure,  which  we  could  put  in  place  in  about  four 
months,  will  allow  us  to  get  pricing  updates  all  the  time. 

But  we  don't  know  exactly  whether  we  can  get  great  prices  or 
not.  We  have  gotten  some  reaction  from  the  industry,  one  of  which 
is  printed  in  today's  paper,  which  I  brought  with  me,  sir. 

[The  information  follows:] 
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The  last  quote  by  one  of  the  industry  persons  says,  it  made  us — 
GSA — a  lot  more  competitive.  There  was  a  fear  on  the  part  of  one 
of  the  industry  representatives  that  they  were  going  to  get  lower 
margins,  which  means  the  government  is  going  to  be  getting  better 
prices. 

We  believe  that  the  pilot  will  turn  out  to  give  us  better  prices, 
significantly  lower  prices,  just  on  the  software  deal.  It  is  those 
kinds  of  mechanisms  that  we  would  like  to  try  or  at  least  to  offer 
to  the  Congress  as  a  means  of  getting  real  savings  across  govern- 
ment. 

PROCUREMENT  REFORM 

Mr.  Fischer.  Mr.  Chairman,  I  could  provide  you  with  some  testi- 
mony that  our  administrator,  Roger  Johnson,  is  getting  ready  to 
provide  to  the  Senate  on  the  procurement  reform  bill.  It  talks  about 
some  of  the  things  you  were  getting  at  in  terms  of  trying  to  sim- 
plify and  speed  up  acquisition  thresholds,  parallel  contracting, 
multi-year  contracting,  and  some  of  the  flexibilities  that  were  intro- 
duced in  the  NPR  report.  In  trying  to  prepare  for  this  hearing,  this 
was  sort  of  our  seminal  statement  from  him  of  the  kinds  of  things 
he  saw  relative  to  procurement  reform. 

If  I  could  provide  this,  I  believe  it  would  be  very  helpful. 

Mr.  HOYER.  Sure. 

[The  information  follows:] 
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STATEMENT  OP  ROGER  JOHNSON, 

ADMINISTRATOR  07  GENERAL  SERVICES 

befor*»the  SenatB  Conunittaa  on  Governmental  Affairs 

and  the  Senate  Comroittee  on  Armed  Services 

February  24,  1994 

Chairman  Glenn,  Chairman  Nunn,  and  members  of  the  Senate 
Committee  on  Governmental  Affairs  and  the  Senate  Committee  on 
Armed  Services,  thank  you  for  inviting  me  to  testify  on  S.  1587 
and  acquisition  reform. 

Ten  years  ago.  Congress  effected  a  comprehensive  overhaul  of 
government  procurement  legislation  to  remedy  perceived  unfairness 
in  the  procurement  process.   The  Competition  in  Contracting  Act 
("CICA")  created  the  statutory  framework  to  make  government 
procurement  open  to  ail  and  I  think  that  CICA  largely  achieves 
that  laudable  goal. 

Ten  years  in  the  procurement  cycle  represents  many  generations  of 
products.   In  the  computer  industry,  the  industry  with  which  I  am 
most  familiar,  new  prototypes  appear  every  six  months.   In 
response  to  rapidly  changing  marketplaces  and  new  needs,  private 
industry  has  developed  and  employs  procurement  processes  suited 
for  specific  products  and  needs.   The  government's  procurement 
processes,  however,  have  not  kept  pace  with  market  changes  and 
private  industry  practices.   From  the  perspective  of  a  former 
Fortune  500  company  CEO,  I  believe,  it  is  high  time  that  the 
government  refined  and  modernized  its  procurement  methods. 

S.  1587  includes  a  number  of  significant  changes  that  I  believe 
will  begin  the  important  process  of  streamlining  procurement  law 
and  narrowing  the  gap  between  public  and  private  procurement 
practices.   By  raising  the  simplified  acquisition  threshold  from 
$25,000  to  $100,000  and  facilitating  the  purchase  of  commercially 
available  items,  S.  1587  will  significantly  improve  the 
efficiency  of  federal  purchasing  and  make  government  cost  less 
and  work  better. 

In  my  view,  however,  there  is  more  room  for  improvement  and 
rather  than  commenting  on  the  many  worthwhile  features  of 
S.  1587,  1  would  like  to  speak  about  additions  to  the  bill.   The 
additions  I  propose  are  intended  to  build  on  a  system  that  works 
well  for  certain  procurements  but  works  very  badly  for  others. 
My  suggestions  refine  the  fundamentally  sound  CICA  framework  and 
gives  the  contracting  community  the  tools  it  needs  to  be 
responsive  to  variations  among  markets  and  products. 

M£B 

Last  summer  I  worked  closely  with  the  National  Performance  Review 
team  that  examined  the  government's  procurement  processes.   The 
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NPR  proourenant  reform  team  made  a  number  of  constructive 
recommendations,  several  of  which  have  been  incorporated  in  S. 
1587.   I  wi»h»to  draw  the  Senate's  attention  to  some  additional 
recommendations  that  I  beliave  will  advance  two  important  NPR 
themes:   encouraging  innovation  and  streamlining  existing 
processes. 

BnoQuraoinq  Innovation 

Test  Authority 

The  NPR  generated  a  number  of  excellent  suggestions  for  improving 
government  procurement.   I  do  not  believe,  however,  that  the  NPR 
suggestions  represent  the  universe  of  good  ideas.   In  fact,  I 
believe  that  as  the  spirit  of  reinvention  continues,  many  more 
innovative  procurement  reform  suggestions  will  surface  that  will 
further  etreamline  and  economize  government  purchasing. 

I  believe  that  it  is  imperative  that  as  good  ideas  emerge  that 
they  be  tested.   Congreae  can  then  review  the  results  and 
consider  whether  changes  in  law  are  warranted.   In  order  to 
accomplish  this  thoughtful  transformation  of  procurement  law,  I 
ask  the  Senate  to  grant  the  executive  branch  general  authority  to 
test  Innovative  procurement  methods.   In  addition,  I  ask  the 
Senate  to  authorize  by  statute  specific  pilot  programs  as  part  of 
S.  1587. 

GSA  is  In  the  process  of  finalizing  two  proposals  for  conducting 
demonstration  programs  in  the  information  technology  area.   The 
pilot  programs  will  focue  on  generating  greater  industry  and 
customer  input,  improving  quality  without  Increasing  cost,  and 
reducing  the  lead  time  and  administrative  costs  of  the 
procurement  process.   We  are  coordinating  development  of  our 
pilots  with  OFPP  and  expect  to  present  them  for  your 
consideration  within  the  next  few  weeks. 

fltreamllnina  Existing  Procoaes 

Parallel  Contracts 

For  certain  critical  items,  relying  on  one  supplier  puts  the 
government  at  considerable  risk  of  supply  shortages. 

Congress  should  authorize  agencies  to  award  parallel  contracts 
(i.e.,  award  contracts  to  more  than  one  contractor).   For 
example,  a  solicitation  could  state  that  two  contracts  would  be 
awarded,  split  60%  to  the  lowest  priced  bidder  and  40*  to  the 
next  lowest  priced  bidder. 

In  addition  to  providing  the  government  with  a  guarantee  of 
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continuoUB  supply  of  critical  items,  parallel  contracts  encourage 
performance  competition  among  awardees  because  an  awardee  knowe 
that  oth«ra '•jje  immediately  available  to  satisfy  the  government's 
needs.   Finally,  parallel  contracts  save  the  government  money  and 
time  by  obviating  the  need  for  conducting  a  separate  competition 
when  a  supply  shortage  arises  or  if  a  contractor  is  unable  to 
perform. 

Two  Phas*  CQmDetit;iva  Source  Selection 

Current  lav  requires  agencies  to  consider  price  in  establishing 
the  competitive  range  when  conducting  negotiated  procurements. 
The  law  also  requires  that  the  government  must  consider  all 
proposals  that  Call  within  the  competitive  range.   For  many 
procurements,  this  system  works  well,  but  in  certain  cases  such 
as  for  the  design  and  construction  of  buildings  ("design-build" 
contracts) ,  the  system  creates  problems  for  both  prospective 
offerors  and  the  government. 

For  projects  like  design-build,  the  potential  offeror  must  often 
perform  a  substantial  amount  of  design  work  before  it  can  put  a 
price  on  its  proposal.   The  high  cost  of  competing  for  these 
contracts,  combined  with  the  government's  obligation  to  consider 
all  reasonable  proposals  submitted  puts  a  high  cost  on  potential 
offerors  and  imposes  a  heavy  burden  of  review  for  contracting 
officers. 

A  two  phase  process  that  focuses  on  qualifications  and  concepts 
in  the  first  phase  and  limits  competition  in  the  second  phase  to 
a  specified  number  of  contractors  will  allow  contractors  to 
control  expenses  in  the  first  stage  and  assure  that  contractors 
that  prepare  proposals  have  a  realistic  chance  of  being  selected. 
Such  a  process  will  allow  contracting  officers  to  focus  on  a 
limited  number  of  proposals.   With  planned  reductions  in  the 
federal  workforce,  creating  a  process  that  operates  with  less 
paperwork  and  fewer  manpower  requirements  is  both  prudent  and 
necessary. 

Multivear  Contracts 

Under  current  law,  the  government  cannot  enter  into  multiyaar 
contracts  or  contracts  that  cross  fiscal  years  without  express 
statutory  authority. 

Although  multiyear  contracts  may  not  be  appropriate  for  all 
contracts,  agencies  need  the  flexibility  to  enter  into  multiyear 
contracts  when  appropriate  (e.g.,  to  maintain  continuity  of 
service  or  to  avoid  the  high  cost  of  familiarizing  a  new 
contractor  with  the  government's  requirements).   Under  these 
circumstances,  multiyear  contracts  can  produce  lower  contract 
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prices  by  providing  contractors  with  stability  of  work  over  a 
period  of  years  and  reduce  agencies'  administrative  costs  by 
reducing  the'-^nimber  of  contract  actions  to  be  processed. 

Another  problem  with  current  law  is  the  prohibition  against 
contracts  for  service  contracts  that  cross  fiscal  years  (e.g., 
trash  collection  and  lawn  maintenance) .   Technically,  all  such 
on-going  service  contracts  must  end  on  September  30.   This  rule 
creates  an  enormous  paperwork  burden  for  contracting  officials. 
At  the  end  of  each  fiscal  year,  contracting  officials  must  modify 
every  federal  contract  to  address  funding  for  the  new  fiscal  year 
contract  period. 

Agencies  should  be  given  relief  from  these  sources  of  unnecessary 
paperwork.   We  simply  do  not  have  the  manpower  or  resources  to 
spare. 

Contracting  Procedures  for  the  Continued  Oecupanev  of  T.*.A|ia«i 
Office  Space 

When  the  govermoant  leases  space,  it  often  has  to  customize  the 
space  to  meet  agency  requirements  before  moving  in  (e.g., 
installing  telecommunications  systems,  configuring  the  space  to 
meet  the  agency's  needs  ot  making  alterations  to  make  the 
building  accessible  to  people  with  disabilities) .   These  changes 
constitute  a  significant  investment  of  time,  labor,  and  money. 

Under  current  law,  the  government  must  conduct  a  new  competition 
when  a  lease  expires  despite  the  fact  that  when  the  costs  of 
relocating  an  agency  and  modifying  new  space  are  considered,  the 
incumbent  lessor  has  a  significant  advantage  over  other 
competitors. 

In  light  of  the  cost  of  conducting  these  procurements  and  their 
often  foreseen  outcomes,  I  ask  the  Senate  to  include  In  S.  1567  a 
provision  that  would  authorize  executive  agencies  to  use  other 
than  competitive  procedures  for  the  acquisition  of  space  when  an 
agency  has  a  continuing  need  for  space,  the  current  space  meets 
the  agency's  need,  and  the  incumbent  lessor  is  willing  to  provide 
that  space  at  a  fair  market  price.   Use  of  this  authority  would 
be  subject  to  the  normal  justification  and  approval  process  that 
applies  when  using  other  than  full  and  open  competition 
procedures. 

Simplified  Procaduraa  for  Small  Leases  of  Real  Prooertv 

Long  ago.  Congress  realized  that  the  full  panoply  of  procedural 
requirements  are  not  cost- justified  for  small  purchases. 
Congress  translated  this  conclusion  into  law  by  permitting  the 
use  of  simplified  procedures  for  purchases  below  a  certain  dollar 
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threshold.   While  the  small  purchase  rules  apply  to  leases  of 
real  property,  as  a  practical  matter,  they  offer  little  relief 
because  leaa^^ara  generally  entered  into  for  a  period  of  years 
and  the  aggregate  value  of  these  leases  exceeds  the  simplified 
acquisition  threshold  in  virtually  every  case. 

I  hope  you  will  agree  that  the  complex  and  costly  administrative 
steps  of  conducting  a  full-scale  competition  for  the  lease  of 
small  blocks  of  space  create  undue  delay,  entail  needless 
complexity,  and  add  avoidable  costs.   GSA  asks  that  Congress 
establish  a  threshold  for  tha  use  of  simplified  procedures  for 
leases  of  real  property. 

GSA  recommends  a  threshold  of  $100,000  per  annum  in  rant  or 
■approximately  10,000  square  feet  of  space.   (10,000  square  faet 
would  typically  house  30  to  40  employees.)   Since  sixty  percent 
of  GSA's  leases  (representing  9%  of  GSA's  annual  lease  payments) 
have  an  annual  rant  falling  balow  tha  $100,000  threshold, 
creating  a  threshold  for  simplified  lease  purchases  would  provide 
us  with  significant  relief. 

Copperative  Purchasing 

Under  current  law,  the  federal  government  cannot  enter  into 
cooperative  agreements  with  state  and  local  governments  either  to 
purchase  off  each  others'  contracts  or  to  consolidate  their 
purchasing.   It  makes  eminent  sense  to  permit  reciprocal  use  of 
contracts  and  to  consolidate  government  procurement  actions  not 
only  to  maximize  the  economic  advantage  of  volume  buying  but  also 
to  eliminate  duplicative  procurement  efforts.   One  example  well 
illustrates  why  the  law  should  be  changed. 

Tha  state  of  New  York  constructed  a  veterans  home  on  tha  federal 
Department  of  Veterans  Affairs  (VA)  Medical  Center  site  in 
Albany.   The  site  provides  veterans  with  convenient  access  to 
both  VA  and  state  medical  facilities.   The  VA  and  tha  state  of 
New  York  each  enter  into  separate  contracts  for  such  services  as 
snow  removal,  trash  collection,  and  laundering.   This  redundancy 
of  effort  could  be  avoided  by  allowing  the  VA  and  the  state  to 
capture  the  manpower  and  the  cost  efficiencies  of  combining  their 
procurement  needs. 

CONCLUSION 

Without  question,  the  changes  that  S.  1587  proposes  will 
significantly  improve  the  government's  procurement  processes. 
The  issues  I  have  addressed  today  --  encouraging  innovation  in 
procurement  and  streamlining  —  are  fully  consistent  with  S. 
1587's  reform  spirit  and  I  hope  the  Senate  will  give  them 
favorable  conslderat/ion. 
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I  heartily  urga  th«  Senate  to  pass  S.  15S7  and  oomnend  the  Senate 
for  their  earnest  efforts  in  addressing  procureaent  reforn. 
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Mr.  Thompson.  We  have  not  implemented  those.  What  we  have 
done  is  taken  the  ideas  that  came  from  the  NPR,  we  met  with  the 
industry,  we  have  met  with  staffers,  and  we  have  begun  to  formu- 
late plans  and  look  at  alternatives  and  options.  And  now  we  are 
in  the  stage  of  wanting  to  come  before  you  to  say,  Here  are  our  op- 
tions that  we  think  can  improve  the  process.  If  we  do  this,  we  think 
this  will  be  easier.  If  we  make  these  changes,  some  of  which  in- 
clude delegation  and  some  which  include  the  way  we  would  do  it 
in  the  process.  Then  out  of  that  ofTering,  you  and  the  Congress 
would  decide  if  we  proceed  or  not  proceed. 

At  the  same  time,  we  are  continuing  to  do  the  following,  the 
former  method  and  the  current  method.  And  what  you  hear  are 
that  we  are  making  rapid  changes  when  all  we  are  really  doing  is 
making  plans  and  evaluations  in  order  to  be  able  to  propose  new 
methods. 

TELECOMMUTING  CENTERS  AND  FLEXIPLACE 

Mr.  HOYER.  I  have  a  number  of  other  questions.  As  you  heard, 
we  have  a  vote  on.  Let  me  ask  you  a  question  about  telecommuting 
centers.  Hagerstown  is  up  and  running?  Where  are  we  now? 

Mr.  Fischer.  Yes,  sir.  We  have  Cynthia  Metzler  here  and  Faith 
Wohl. 

Mr.  HoYER.  Ms.  Wohl,  welcome.  I  saw  you  on  our  list  and  I  did 
not  identify  you  for  Mr.  Wolf,  but  your  name  came  up  yesterday — 
very  favorably,  I  might  add. 

Mr.  Wolf,  as  I  indicated  yesterday,  has  been  particularly  con- 
cerned about  the  workplace  as  a  friendly  place  for  families  and  for 
workers  generally,  but  families  in  particular,  and  he  would  very 
much  like  you  to,  I  am  sure,  stop  by  his  office.  He  was  very  pleased 
with  your  appointment. 

Before  we  go,  I  have  about  five  minutes,  if  we  could  talk  about 
perhaps  the  telecommuting  centers  and  flexiplace.  Those  two  items 
in  particular  we  will  get  on  the  record.  I  would  like  it  hear  about 
it  as  well,  but  we  will  get  that  available  for  Mr.  Wolf,  too. 

Ms.  Wohl.  What  specifically  would  you  like  to  know? 

Mr.  HOYER.  Where  we  are  on  the  telecommuting  centers.  There 
are  four  of  those.  If  you  can  just  briefly  give  me  an  overview  on 
where  they  stand. 

Ms.  Wohl.  Winchester  is  up  and  running.  Hagerstown  is  in  an 
interim  stage,  partially  operating,  and  should  be  finished  within 
the  next  month  or  two.  The  site  has  been  selected  in  Fredericks- 
burg. We  expect  to  open  that  by  the  end  of  April.  And  the  Charles 
County  site  in  Maryland  is  also  going  to  open  in  the  middle  of  this 
spring.  We  expect  to  have  everybody  ready,  I  would  say,  by  the  end 
of  April. 

Mr.  HOYER.  How  many  people  do  we  contemplate? 

Ms.  Wohl.  The  centers  are  going  to  be  able  to  serve  probably  as 
many  as  200  directly  within  the  centers  themselves  by  virtue  of 
using 

Mr.  HOYER.  Two  hundred  per  center  or  total?  Fifty  percent  in  ef- 
fect? 

Ms.  Wohl.  Right,  depending  on  how  people  are  scheduled,  if  they 
work  their  one  or  two  days  per  week.  We  are  far  from  achieving 
that  goal  at  this  time. 
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In  the  meanwhile,  we  have  sort  of  capitalized  on  the  opportunity 
of  Los  Angeles's  experience,  and  have  moved  to  create  several 
telecommuting  centers  there  and  actually  have  opened  them  I 
think  in  record  time,  thanks  to  some  terrific  work  by  our  West 
Coast  people. 

The  week  of  February  7th,  I  think  it  was  about  two  weeks  after 
the  earthquake,  we  had  three  centers  operating  in  Los  Angeles  and 
we  already  have  10  or  15  people  working  in  those,  and  we  are 
working  on  two  more  possibilities,  one  in  Orange  County,  where 
there  are  a  lot  of  Federal  workers. 

Mr.  HOYER.  Mr.  Brooks  was  very  concerned  about  Orange  Coun- 
ty. He  has  a  couple  of  nominees  who  have  worked  in  the 
telecommuting  centers. 

Ms.  WOHL.  It  is  an  area  that  has  been  very  hard  hit.  I  was  out 
there  on  Friday  and  I  looked  at  the  progress.  I  think  you  would  be 
very  proud  of  the  facilities.  I  think  you  would  feel  even  better  about 
the  attitude  of  the  people  working  in  them,  who  feel,  in  the  collo- 
quial words,  as  if  they  have  died  and  gone  to  heaven. 

I  understand  that,  having  spent  four  hours  in  very  heavy  traffic 
getting  out  there  and  back  to  Los  Angeles.  To  have  people  living 
in  Valencia  and  being  able  to  work  in  Valencia,  they  feel  very,  very 
positive.  That  is  going  to  translate  to  their  loyalty,  their  commit- 
ment, their  ability  to  spend  more  time  with  their  families.  Four 
hours  on  the  road  is  not  going  to  be  very  friendly  to  anyone,  much 
less  families. 

The  other  thing  we  are  learning  out  there — and  I  hope  all  this 
learning  translates  into  what  we  can  do  here — we  are  learning  it 
is  a  good  environment  for  customer  service  operations.  Not  only  are 
the  people  working  there  not  having  to  commute  to  downtown  Los 
Angeles,  but  the  people  they  service  also  are  able  to  access  it  more 
easily.  So  we  have  IRS  field  agents  out  there,  we  have  Veterans 
Administration,  customer  service  people  working,  in  effect  bringing 
the  government  back  into  the  community  and  out  of  central  hubs. 
And  that  is  to  me — that  is  a  positive  outcome. 

Mr.  HoYER.  The  Administrator  indicated  a  goal  of  2500  people, 
mainly  based  upon,  as  I  understood  his  comments  yesterday,  a 
threshold  level  that  would  be  helpful  to  the  highway  system.  I 
guess  you  could  do  less  than  2500,  but  you  are  not  going  to  make 
much  of  an  impact.  But  if  you  get  2500,  you  will  get  something  that 
will  make  some  sort  of  a  difference.  You  mentioned  100  people  per 
25  centers? 

Ms.  WoHL.  Roughly  we  can  service  100  people  in  the  centers. 
Then  each  of  the  centers  could  serve  as  a  hub  for  a  number  of  peo- 
ple working  at  home. 

For  example,  the  Social  Security  Administration  has  about  250 
people  working  at  home  who  are  sort  of  isolated  in  their  individual 
houses  and  the  center  itself  could  be  a  resource  to  those  people, 
providing  copiers  and  fax  machines,  meeting  rooms,  UPS  or  Fed- 
eral Express,  post  office  pickup  points. 

So  we  could  serve  a  larger  Federal  Community.  Part  of  what  is 
holding  us  back  is  merely  assessing  the  need  out  there.  True  to  the 
Federal  Executive  Board,  we  have  done  a  survey  of  all  of  the  agen- 
cies who  have  employees  in  the  Los  Angeles  area  and  we  are  wait- 
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ing  for  the  results,  trying  to  see  where  the  points  of  greatest  need 
are  so  that  we  can  meet  those. 

We  are  determined  to  set  up  the  centers  where  the  people  are 
and  configure  the  centers  in  a  way  that  meets  the  unique  business 
needs  of  the  agency  that  we  will  be  using.  So  far,  I  think  we  have 
moved  very  quickly.  Now  it  is  more  a  customizing  process  from 
here  on  in. 

I  am  meeting  tomorrow  with  the  Department  of  Transportation. 
They  are  very  interested  to  see  what  they  can  do,  obviously,  not 
only  to  impact  on  their  organization  but  to  benefit  their  employees. 
I  think  it  has  a  twofold  benefit. 

Mr.  HOYER.  It  has  an  energy  benefit,  too. 

Ms.  WOHL.  And  a  clean  air  benefit  if  we  get  enough  people.  Right 
now  we  don't  have  enough  people  off  the  roads,  but  the  people  who 
are  off  are  working  more  effectively  and  their  workplaces  are  better 
places. 

FUNDING  OF  EQUIPMENT 

Mr.  Fischer.  If  I  might  make  one  pitch  for  legislative  action, 
there  is  a  permanent  ban  on  spending  money  to  install  telephones 
in  private  homes  of  our  employees.  It  was  temporarily  waived  in 
the  1994  Appropriations  Act  and  we  have  requested  that  it  be  con- 
tinued. If  we  don't  have  that  waiver,  it  will  be  difficult  to  encourage 
people  to  use  the  flexiplace  program  to  work  at  home,  because  of 
the  telecommunications  and  data  communication  needs. 

Mr.  HoYER.  What  about  desks  and  chairs  and  lamps  and  type- 
writers and  all  that  sort  of  stuff?  Do  we  supply  those? 

Ms.  WoHL.  Yes. 

Mr.  HoYER.  Where  is  the  money  coming  from?  Is  it  coming  from 
emergency  funds  or  from  our  existing  budgets? 

Mr.  Fischer.  We  have  used  our  existing  money,  and  part  of  the 
unspecified  amount  in  the  emergency  earthquake  supplemental  ap- 
propriation. 

Mr.  HOYER.  That  is  the  $500  million  of  the  President's  discre- 
tionary fund? 

Mr.  Fischer.  Yes.  Right  now  we  are  thinking  it  is  going  to  be 
in  the  neighborhood  of  $7.5  million. 

Mr.  HoYER.  For  how  many  centers? 

Ms.  Wohl.  Up  to  25  centers. 

Mr.  HOYER.  So  you  are  talking  about  300,000  a  center? 

Mr.  Fischer.  Yes. 

Ms.  Wohl.  That  is  the  need  we  estimated  in  order  to  have  a  real 
impact  on  commuting  patterns. 

Mr.  HOYER.  My  staff  is  getting  nervous  about  me  making  the 
vote  so  I  guess  I  will  quit. 

Ms.  Metzler,  I  would  urge  you  to  talk  to  Mr.  Wolf.  He  has  really 
been  very  diligent  on  this  and  does  excellent  work.  I  am  very  sup- 
portive of  his  efforts.  In  fact,  I  have  initiated  some  myself,  and  he 
has  followed  through  on  them.  This  is  a  very  exciting  time  in  terms 
of  the  way  we  organize  the  workplace  in  new  ways,  that  we  didn't 
possibly  contemplate  20  years  ago.  In  many  ways  it  can  be  more 
efficient,  more  environmentally  friendly,  and  more  family  friendly. 
We  get  the  same  or  better  product. 
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It's  also  in  place  in  the  private  industry.  I  saw  an  interesting  tel- 
evision show  on  the  Travelers  Insurance  Company  and  a  travel 
agency  using  this  tjqje  of  system.  Their  kind  of  work  is  almost  all 
phone  and  computer  work,  for  the  most  part  they  don't  do  any 
work,  in  person  anymore. 

Mr.  HOYER.  Mr.  Fischer,  thank  you  very  much. 

We  will  insert  the  Questions  for  the  record  at  this  point,  followed 
by  the  Justifications. 

[The  material  follows:] 
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QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  THE  COMMITTEE 

FULLY-REIMBURSABLE  FEDERAL  SUPPLY  SERVICE 

Question.  I  am  very  concerned  about  the  perception  that  Federal  agencies  are  paying  more  for 
supplies  and  services  purchased  from  the  Federal  Supply  Service  than  they  would  pay  private 
sector  companies.  How  do  you  respond  to  this  perception;  are  GSA's  prices  higher?  If  so,  what 
factors  contribute  to  this  disparity? 

Answer.  For  comparable  supplies  and  services,  Federal  Supply  Service  prices  are  lower  than 
commercial  sources.  To  ensure  our  prices  are  lower,  as  well  as  monitor  private  sector 
competition  for  our  major  business  lines,  the  Federal  Supply  Service  currently  conducts  market 
basket  price  comparison  surveys,  in  recent  studies,  stock  program  prices  for  general  operating 
supplies,  compared  to  discount  supply  catalog  retailers,  are  approximately  20  percent  lower,  on 
average.  For  office  supplies,  retail  prices,  with  telephone  ordering  and  quick  delivery,  are 
generally  20  percent  lower  than  discount  catalog  retailers.  GSA  prices  for  automobiles  and 
trucks  are  consistently  lower  than  dealer  invoice  prices. 

In  the  Federal  Supply  Schedules  program.  Federal  Supply  Service  contracting  officers  are 
required,  by  regulation,  to  seek  equivalent  or  better  prices  than  offered  to  any  customer.  Prices 
obtained  by  the  Travel  Management  Program  for  airline  tickets  average  50  percent  off  regular 
commercial  fares.  We  estimate  that  Federal  Supply  Service's  management  of  Federal  fleets 
shows  a  25  percent  overall  savings  versus  similar  services  from  the  private  sector. 

There  have  been  and  will  continue  to  be  occasions  when  a  private  sector  company  sells  a 
comparable  item  at  a  lower  price.  While  these  occasions  do  not  add  up  to  savings  overall,  human 
nature  tends  to  remember  the  special  case  and  not  to  consider  the  much  more  frequent,  routine 
occasions  when  the  Federal  Supply  Service  price  is  lower.  A  second  factor  is  that  customers 
often  do  not  use  comparable  items  for  price  comparisons.  Finally,  customers  usually  do  not 
consider  their  own  internal  costs  when  purchasing  from  the  open  market.  Purchasing  from  the 
Federal  Supply  Service  is  much  less  expensive  than  an  agency  buying  on  the  open  market 
because  most  of  the  procurement  work  has  already  been  done  for  them,  and  we  provide  several 
easy  to  use,  automated  ordering  channels. 


Question.  There  remains  a  request  for  appropriated  funds  to  support  the  Federal  Supply  Service. 
What  would  be  the  effect  of  not  appropriating  ftinds? 

Answer.  As  a  result  of  last  year's  direction  from  the  Committee,  FSS  has  developed  preliminary 
plans  to  reimbursably  fund  the  Schedules  Program  and  the  service  portions  of  our  travel  and 
transportation  activities  by  applying  user  fees  or  vendor  discounts.  Simultaneously,  these 
programs  would  be  made  non-mandatory  giving  customer  agencies  a  choice  between  FSS  and 
the  private  sector.  Although  the  Schedules  and  the  Travel  Management  Centers  in  the  travel  and 
transportation  activities  can  be  funded  reimbursably,  converting  the  funding  would  require  a 
three-year  phased  approach  to  coincide  with  existing  contracts'  terms.  Additionally,  we  do  not 
have  the  resources  to  renegotiate  all  contracts  immediately. 
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QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  THE  COMMITTEE 

Fully-Reimbursable  Federal  Supply  Service  (cont.) 

Reimbursably  funding  the  donation  function  would  require  a  change  to  the  Federal  Property  and 
Administrative  Services  Act  of  1949  in  Section  203(jXl).  which  requires  transfer  without  cost, 
except  for  the  costs  of  care  and  handling.  Converting  the  utilization  function  to  reimbursable 
funding  conflicts  with  making  reimbursable  programs  non-mandatory.  The  program  should 
remain  mandatory,  since  agencies  would  be  placed  in  a  conflict  of  interest  posture  with  respect  to 
the  excess  sales  program.  Additionally,  it  is  anticipated  that  applying  a  fee,  no  matter  how 
nominal,  to  any  transfer  would  be  extremely  unpopular  with  both  the  receiving  Federal  agencies 
and  State  surplus  property  agencies. 

If  appropriated  funding  is  not  available  for  the  utilization/donation  functions  and  our  policy  and 
regulatory  functions  in  travel,  transportation,  aircraft  management,  and  mail  management 
(fimctions  which  are  not  service  or  product  related),  FSS,  with  appropriate  conmiunication, 
would  have  to  undertake  a  major  review  to  determine  whether  to  continue  these  functions  and  at 
what  level  and  what  method  we  could  apply  to  fund  them. 

Question.  Why  must  the  Federal  Supply  Service  receive  any  appropriated  funds,  vdiy  can  it  not 
be  a  fully-reimbursable  activity? 

Answer.  FSS  could  reimbursably  fund  all  of  its  current  appropriated  activities,  however,  as 
indicated  above  in  the  answer  to  the  second  question,  there  are  those  activities  such  as  program 
oversight  and  policy  that  are  not  appropriate  for  reimbursable  funding.  As  with  reimbursable 
supply  operations  and  fleet  management  activities,  we  do  not  cross-subsidize  any  programs  so 
that  we  are  able  to  maintain  cost  and  pricing  integrity. 


Question.  Does  legislation  require  a  level  of  appropriated  funds  or  prohibit  the  implementation 
of  a  fully-reimbursable  Federal  Supply  Service? 

Answer.  The  report  language  for  Industrial  Funding  which  was  authorized  on  December  22, 
1987,  specified  that  only  supply  operations  activities  (stock,  customer  supply  centers,  stock 
direct  delivery,  and  special  orders)  would  be  covered  by  the  legislation.  Specifically  omitted 
were  the  FSS  Schedules  program,  personal  property  program,  and  the  travel  and  transportation 
management  programs.  As  a  result,  appropriations  have  been  provided  to  fund  those  programs. 
However,  we  believe  the  actual  statutory  language  that  provides  industrial  funding  authority  is 
broad  enough  to  include  the  current  appropriated  activities,  with  the  approval  of  the  Committee 
although  some  portions,  as  previously  discussed,  would  require  subsidization  by  other  programs. 


Question.  Last  year  Congress  addressed  the  issue  of  reimbursement  for  transportation  auxlits 
which  GSA  conducts  as  a  service  to  other  agencies.  What  is  the  status  of  this  reimbursement 
proposal? 
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Fully-Reimbursable  Federal  Supply  Service  (cont.) 

Answer.  The  Treasury,  Postal  Service,  and  General  Government  Appropriations  Act,  1 994,  Pub. 
Law  103-123,  section  620A,  provides  for  all  GSA  transportation  audit  and  audit-related  expenses 
to  be  funded  from  collection  of  overpayments  by  carriers.  Previously,  Pub.  Law  99-627 
provided  that  only  payments  to  GSA  post  payment  audit  contractors  and  contract  administration 
costs  could  be  fimded  through  these  collections,  under  a  40  percent  limitation. 

Beginning  in  FY  1994,  the  Office  of  Transportation  Audits  will  now  fund  all  costs  from  the 
receipts  collected.  Program  costs  such  as  program  direction,  claims  adjudication,  regulatory, 
prepayment  audit,  personnel  costs,  facilities,  travel  and  transportation,  collections  from  bankrupt 
carriers,  and  the  tender  and  tariff  library  will  be  funded  from  receipts  collected. 

GSA  will  continue  to  provide  annually  a  report  of  receipts,  disbursements,  and  transfers  to 
miscellaneous  receipts  to  the  Department  of  the  Treasury,  as  provided  by  section  620A. 

GSA  has  developed  proposed  legislation  which  would  1)  require  all  agencies  to  verify 
transportation  charges  through  prepayment  audit  or  other  means  prior  to  payment,  and  2) 
discontinue  post  payment  audit  of  transportation  bills  except  for  those  performed  as  a  result  of 
disputes,  claims,  erroneous  payments,  and  quality  control  type  sampling  performed  by  GSA. 

As  agencies  begin  to  verify  transportation  charges  through  the  use  of  a  GSA  prepayment  audit 
contractor,  their  in-house  auditors,  or  through  other  means,  overcharges  identified  by  post 
payment  contract  auditors  should  decline. 

Funding  of  the  program  through  receipts  should  not  have  a  severe  impact  on  program  operations. 
As  receipts  decline,  a  proportionate  reduction  in  staffing  through  attrition,  early-outs,  and 
reduced  space  and  ADP  costs  should  offset  funds  required  for  program  operation. 


Question.  1  know  you  have  explained  these  programs  to  us  in  the  past,  but  we  have  a  few  new 
members  here,  so  I  would  ask  that  you  again  explain  the  difference  between  the  FSS  Stock 
program  and  the  Federal  Supply  Schedules  Program.  Are  each  of  these  reimbursable  programs? 

Answer.  FSS  Stock  Program.  Federal  Supply  Service  (FSS)  stocks  a  wide  range  of  items  in  a 
nationwide  network  of  Distribution  Centers.  These  items  are  listed  in  the  GSA  Supply  Catalog. 
Customers  may  obtain  items  from  stock  by  submitting  standardized  requisitions  or,  for  faster  and 
easier  ordering,  by  direct  electronic  entry  of  requisitions  into  FSS.  Requisitions  for  large 
quantities  of  any  stocked  item  and  for  any  quantity  of  some  bulky  stocked  items  can  be  filled  by 
direct  shipment  from  the  vendor  to  the  customer.  The  prices  of  stock  items  are  set  to  recover  the 
cost  of  goods  as  well  as  all  FSS  costs  incurred  in  supplying  those  items  to  the  customer.  The 
prices  of  stock  items  that  are  shipped  directly  to  the  customer  from  the  vendor  are  discounted  to 
reflect  the  fact  that  associated  distribution  costs  have  not  been  incurred  by  FSS.  The  FSS  Stock 
Program  is  a  fully  reimbursable  program. 


266 


QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  THE  COMMITTEE 

Fully-Reimbursable  Federal  Supply  Service  (cont.) 

Federal  Supply  Schedules  Program.  Under  the  Federal  Supply  Schedules  Program,  FSS  enters 
into  requirements  contracts  with  commercial  firms  to  provide  supplies  and  services  at  stated 
prices  for  a  given  period  of  time.  Agencies  place  orders  directly  with  the  schedule  contractor  and 
deliveries  are  made  directly  to  the  customer.  Schedules  are  listed  in  the  Federal  Supply  Schedule 
Program  Guide,  which  also  includes  detailed  instructions  for  ordering  and  documenting 
purchases.  Thepriceof  schedule  items  reflects  the  cost  of  goods  from  the  contractor.  Payment 
is  made  to  the  contractor  by  the  customer.  The  schedules  program  is  funded  through 
appropriation;  it  is  not  a  reimbursable  program. 

PERFORMANCE  REVIEW 

Question.  The  report  which  accompanies  the  FY  1 994  House-passed  Appropriations  Bill 
includes  a  direction  that  agencies  conduct  a  review  of  performance  management.  Have  you 
conducted  a  review  of  the  management  of  GSA  to  highlight  performance  measures? 

Answer.  The  General  Services  Administration  (GSA)  has  completed  such  an  evaluation  as  part 
of  its  overall  examination  of  the  Agency,  and  as  a  result  of  National  Performance  Review 
initiatives.  We  have  determined  that  our  current  measures  are  inadequate  to  effectively  judge  the 
complete  performance  of  the  agency.  Accordingly,  we  are  going  to  develop  new  standards, 
generally  based  on  the  "best  in  class,"  and  judge  our  performance  in  the  future  against  these 
standards. 

Because  we  are  striving  to  do  better,  however,  does  not  mean  that  performance  or  workload 
criteria  have  been  entirely  lacking.  Since  at  least  the  mid-1980s,  the  agency's  major  programs 
have  used  performance  criteria  to  justify  budget  requests,  assess  operations,  and  highlight  areas 
requiring  attention  or  improvement.  Recognizing  the  importance  of  tying  measurement  to 
planning,  the  agency  began  preparing  strategic  plans  in  1989.  Once  the  plaiming  process  was 
institutionalized,  performance  measurement  was  ofTicially  added  as  part  of  the  agency 
performance  plan  in  1991 . 

Measures  have  been  included  in  the  agency's  1992  and  1993  Armual  Reports  containing  audited 
financial  statements  for  the  respective  fiscal  years.  It  should  be  noted  that  both  financial 
statements  received  unqualified  opinions  bom  the  internationally-recognized  public  accounting 
firm,  Arthur  Andersen  &  Co.  When  the  Chief  Financial  Officers  Act  of  1990,  Public  Law  101- 
576,  called  for  annual  audits  and  the  use  of  performance  measurement  in  agency  operations,  the 
agency  was  already  well  ahead  of  the  vast  majority  of  the  Federal  community. 

The  agency  has  been  accepted  as  a  pilot  agency  under  the  Government  Performance  and  Results 
Act  of  1993,  Public  Uw  103-62. 
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Question.  What  are  some  of  the  specific  measures  you  have  included  in  the  1995  budget  which 
reflect  this  review? 

Answer.  Following  is  a  list,  itemized  by  program  area,  of  specific  performance  measures  from 
the  U.S.  General  Services  Administration  fiscal  year  1995  budget: 

PUBLIC  BUILDINGS  SERVICE: 
Rental  of  Space: 

Office  space  utilization  rate 

Ratio  of  leased  to  Government-owned  space 

Repairs  &  Alterations: 

Total  workload  inventory 

Building  Operations: 

Unit  cost  per  sq.  ft.  for  cleaning,  utilities  and  fiiel,  maintenance,  other  building 

services  &  protection 

Energy  consumption  (BTUs)  of  leased  vs.  Government-owned  space 

FEDERAL  SUPPLY  SERVICE: 

Recovery  of  transportation  overcharges 

Costs  per  $100  sales  for  the  stock  program  in  supply 

operations 

Stock  inventory  turnover,  ratio  of  dollar  value  of  stock  sales  to  dollar  value 

Dollar  value  of  inventory 

Overall  stock  markup  to  customers 

Fleet  operating  costs  per  mile 

Projected  schedules  program  business  volume  per  FTE 

Projected  business  volumes  for  the  IMP  AC  (credit  card)  program 

Business  volumes  for  the  utilization  &  donation  portions  of  the  Property  Management 

Program 

Sales  volumes  generated  by  the  Travel  Management  Centers 

Number  of  routes  projected  for  the  air/rail  city  pairs 

Cost  of  small  package  express  contract  costs  compared  to  commercial  service  costs 

Moving  costs  compared  to  commercial  rates 

INFORMATION  RESOURCES  MANAGEMENT  SERVICE: 
Procurement  Dollars  delegated  to  other  Federal  agencies 
IRMS  agency  reviews  completed 
Number  of  Board  of  Contract  Appecils  protests  analyzed 
Average  number  of  days  required  to  process  procurement  delegation  requests 
Schedules  Program  sales  vs.  savings 
Reduction  of  backlog  of  orders  for  the  Schedules  Program 


268 


QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  THE  COMMITTEE 

Performance  Review  (cont.) 

Projected  business  volumes  for  (POTS)  contracts 

Number  of  lines  the  Local  Telecommunications  Services  program  provides 

Local  Telecommunications  Services  average  monthly  line  rate  vs.  commercial  line  rate 

Federal  Information  Systems  Support  Program  (FISSP)  volume  of  business 

Information  Security  Management  (ISM)  program  number  of  service  requests 

ISM  percent  of  responses  that  meet  goal  of  6  hours  to  restore  secure  communications 

Cost  of  local  telephone  service  compared  to  equivalent  commercial  rates 

Purchase  of  telecommunications  equipment  and  services  compared  to  commercial  open 

market 

OFFICE  OF  FTS2000: 

Percent  of  time  contractor  meets  scheduled  service  order  due  date 

Number  of  switched  voice  service  troubles  reported  per  1 00,000  calls 

Customer  satisfaction  with  handling  of  troubles  reported  to  the  vendor 

Reduction  of  Management  Support  costs 

Cost  per  minute  of  FTS2000  switched  voice  service  compared  to  the  commercial 

equivalent 

FEDERAL  PROPERTY  RESOURCES  SERVICE: 
Total  real  property  disposals  per  FTE 
Surveys  completed  vs.  goal 

EXECUTIVE  DIRECTION  AND  STAFF  OPERATIONS: 
General  Management  and  Administration: 

Board  of  Contract  Appeals:  Appeal  cases  received,  closed  &  pending 
Bid  protest  cases  received,  closed  &  pending 

Working  Capital  Fund: 

Number  of  Congressional  offices  supported 

Number  of  FOI A  requests  processed 

Number  of  SF  50  personnel  actions  processed 

Pre-  and  post-award  contract  reviews  for  regional  acquisition  management 

Procurement  management  reviews  completed 

Financial  management  discounts  earned 

Billings  and  invoices  processed 

Average  number  of  employees 

On-time  payments 

Interest  paid  per  million  disbursed 

Percentage  of  employees  paid  by  electronic  funds  transfer 

Percentage  of  vendor  payments  made  on  time  based  on  number  of  items 

Number  of  printed  units  per  workyear  &  sales  to  FTE  comparison 
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Inspector  General: 

Management  decisions  to  put  funds  to  better  use 

Management  decisions  to  recover  funds  negotiated  and  court  ordered  recoveries 

and  investigative  recoveries 

Criminal  indictments  and  convictions 

Contractor  suspensions  and  debarments 


Question.  In  conducting  this  review,  the  Committee  suggested  the  use  of  performance 
measurement  data,  especially  quality  and  customer  satisfaction  information.  What  data  have  you 
been  able  to  develop  to  measure  your  performance? 

Answer.  Although  the  agency  has  had  customer  satisfaction  measures  in  use,  we  must  do  more 
to  understand,  quantify,  and  integrate  our  customers'  perceptions  into  our  management 
improvement  efforts  and  fiilly  implement  Executive  Order  12862,  Setting  Customer  Service 
Standards. 

A  number  of  customer  satisfaction  measures  are  tracked  on  a  regular  basis  and  shown  in  GSA's 
Annual  Report  including  the  percentage  of  space  requests  completed  within  the  schedule  agreed 
to  between  GSA  and  the  client  agency  and  measures  of  fill  rate,  backorders  and  other  statistics 
related  to  fulfilling  agency  orders  for  supplies.  Where  GSA  provides  services  on  a 
nonmandatory  basis,  most  notably  in  the  Federal  Supply  Service,  the  continued  high  business 
volumes  are  themselves  measures  of  customer  satisfaction,  since  agency  customers  are  not 
required  to  come  to  GSA. 

GSA  has  embarked  on  an  extensive  effort  to  systematically  measure  customer  satisfaction.  This 
will  include:   I)  Development  of  a  coordinated  and  consistent  method  to  survey  high-level  GSA 
clients  so  as  to  understand  their  requirement  and  their  level  of  satisfaction  with  GSA  services; 
2)  Specification  of  a  measurement  approach  that  permits  a  systematic  and  coordinated  means  of 
listening  and  responding  to  client  complaints  and  problems;  and  3)  Establishment  of  GSA-wide 
service  goals  based  on  client  surveys.  The  customer  survey  instrument  has  been  pilot  tested  with 
the  executives  of  the  Departments  of  Health  and  Human  Services  and  Treasury.  Results  are 
being  analyzed.  The  next  test  site  will  be  the  Department  of  Defense. 


Question.  Is  the  application  of  these  data  reflected  in  your  1995  budget  request? 

Answer.  Little  information  is  reflected  in  the  1995  budget  request.  Although  many  measures 
are  related  to  customer  satisfaction,  such  as  comparisons  to  private  sector  costs,  only  one  directly 
addresses  customer  satisfaction  as  a  specific  indicator:  Office  of  FTS2000.  Customer 
satisfaction  with  handling  of  troubles  reported  to  the  vendor. 
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As  a  result  of  current  efforts  to  develop  baseline  data  on  customer  satisfaction,  more  performance 
measures  will  be  developed  in  the  coming  year.  The  1996  submission  will  reflect  a  more  robust 
set  of  customer  satisfaction  measures. 


Question.  The  Committee  also  suggested  that  the  performance  measures  should  be  linked  to 
planning  and  agency  improvement  efforts.  How  have  you  used  these  measures  to  "benchmark" 
and  develop  strategic  plans  for  GSA? 

Answer.  The  U.S.  General  Services  Administration  has  incorporated  performance  measures  into 
its  agencywide  strategic  plans  on  an  ongoing  basis.  Specific  objectives  and  methodology  are 
described  in  individual  performance,  or  tactical,  plans  developed  by  each  program  area.  The 
Administrator  of  General  Services  meets  regularly  with  agency  top  management  to  ensure  that 
goals  are  being  met  and  any  necessary  adjustments  are  made  to  maintain  the  anticipated  level  of 
achievement. 

The  agency  is  in  the  process  of  reassessing  all  f\mctions  and  activities  to  better  serve  our  Federal 
agency  customers  and  other  stakeholders.  This  has  temporarily  shifted  our  focus  away  from  our 
existing  strategic  plan  as  we  evaluate  options  for  the  future.  There  will  be  changes  as  the  review 
is  concluded.  We  look  forward  to  working  with  the  Committee  to  refine  our  plans  and  develop 
meaningful  performance  measures  that  will  help  us  better  guide  agency  programs. 

FTS2000 

Question.  The  FY  1995  budget  includes  the  same  provision  as  was  included  in  last  year's  bill 
concerning  FTS2000.  This  provision  requires  the  mandatory  use  of  FTS2000  by  Federal 
agencies  unless  the  GSA  reports  that  FTS2000  is  not  the  most  cost-effective  way  of  procuring 
communication  services.  Has  GSA  conducted  an  analysis  of  the  cost  effectiveness  of  FTS2000 
and,  if  so,  what  are  the  results? 

Answer.  GSA  reported  to  Congress  on  the  cost-effectiveness  of  the  FTS2000  program  on  March 
1,  1993.  Based  primarily  on  an  independent  study  conducted  under  the  auspices  of  the  FTS2000 
Interagency  Management  Council  (IMC),  the  report  concluded  that  FTS2000  prices,  in 
aggregate,  are  at  least  as  good  as  the  best  equivalent  commercial  prices  without  considering  the 
value  of  unique  Government  requirements.  When  the  value  of  unique  Government  requirements 
is  factored  in,  the  report  concluded  that  FTS2000  is  significantly  less  expensive  than  commercial 
equivalent  offerings.  As  was  expected,  pricing  disparities  for  those  few  instances  where 
commercial  prices  were  found  to  be  less  expensive  were  corrected  when  the  Publicly  Available 
Price  Cap  (PAPCap)  mechanism  was  exercised  in  April  1993.  The  quarterly  PAPCap  analyses 
conducted  from  April  1993  to  April  1994  will  form  the  basis  of  the  upcoming  cost-effectiveness 
study  due  to  Congress  in  July  1 994. 


271 


QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  THE  COMMITTEE 

FTS2000  (CONT.) 

Question.  What  would  be  the  impact  on  the  FTS2000  program  if  mandatory  use  were 
eliminated  in  FY  1995? 

Answer.  If  mandatory  use  of  the  FTS2000  contracts  were  eliminated,  there  would  be  no  way  to 
perform  the  Price  Redetermination/Service  Reallocation  (PR/SR)  process  and  Publicly  Available 
Price  Cap  (PAPCap)  agreements  could  be  void.  In  addition,  agencies  would  be  adversely 
affected  by  higher  costs  due  to  the  loss  of  volume  discounts  and  added  procurements  costs  would 
be  incurred  by  agencies  leaving  FTS20(X).  Ultimately,  the  result  would  be  increased 
telecommunications  costs  to  the  Federal  Government. 

The  FTS2000  contracts  provide  for  a  price  redetermination  (PR)  process  during  years  four  and 
seven  of  the  contracts  to  control  prices.  Each  contractor  competes  for  up  to  40  percent  of  the 
other  contractor's  present  business  based  on  a  competition  of  quality  and  cost.  As  a  result  of 
Year  4  PR,  each  contractor  ended  up  keeping  its  present  customer  base  and  price  reductions  will 
reduce  agencies'  telecommunications  costs  by  $450  million  over  the  remaining  life  of  the 
contracts. 

Also  at  years  four  and  seven,  the  Service  Reallocation  (SR)  process  allows  GSA  to  "fine  time" 
the  60/40  revenue  split  awarded  initially  to  AT&T  and  Sprint.  As  a  result  of  Year  4  SR,  a  large 
portion  of  the  Department  of  Veterans  Affairs  service  was  moved  from  Sprint  to  AT&T.  This 
"fine  tuning"  of  the  contract  was  based  on  the  projected  usage  over  the  life  of  the  contract. 
Without  mandatory  use,  GSA  could  not  project  usage  for  the  contractors  to  bid  on  or  to 
reallocate  during  the  SR  process. 

In  addition  to  the  PR/SR  process,  another  of  the  Government's  mechanisms  to  control  prices  are 
Publicly  Available  Price  Cap  (PAPCap)  agreements.  These  agreements  with  both  contractors  for 
all  FTS2000  services  ensure  that  prices  obtained  during  PR/SR  continue  to  track  the  market  and 
remain  below  the  best  comparable  commercial  rates. 

Under  the  agreements,  quarterly  comparisons  are  made  of  FTS2000  prices  and  current  lowest 
comparable  commercial  prices,  and  the  prices  are  adjusted  accordingly.  This  allows  for  quick 
response  to  price  changes  in  the  volatile  telecommunications  marketplace. 

/ 

/ 

Since  the  initial  quarteriy  PAPCap  evaluation  in  April  1993,  evaluations  have  been  conducted  in 
July  and  October  1993.  Based  on  the  October  1993  evaluation,  FTS2000  rates  continued  to  be 
below  the  best  comparable  commercial  rates.  Savings  resulting  from  PAPCap  evaluations  are 
projected  to  be  $6.5  million  annually  through  the  remainder  of  the  FTS2000  contracts. 

The  existence  of  mandatory  use  requirements  was  a  significant  factor  in  the  Government's 
success  in  obtaining  the  PAPCap  provisions.  Elimination  of  mandatory  use  legislation  and  any 
resultant  modification  to  the  corresponding  Federal  Information  Resources  Management 
Regulation  could  void  the  current  PAPCap  agreements  since  the  FTS2000  contractors  would  no 
longer  be  obligated  to  continue  the  pricing  mechanism. 
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The  actual  and  potential  business  volume  resulting  from  mandatory  use  significantly 
strengthened  the  Government's  bargaining  posture  in  obtaining  the  best  deals  possible  when 
implementing  PR/SR  and  during  PAPCap  negotiations.  Continuation  of  mandatory  use  ensures 
the  greatest  utilization  of  the  program  to  obtain  maximum  cost  savings  and  other  efficiencies. 
This  is  particularly  true  if  the  Government  is  to  achieve  the  full  benefits  to  be  derived  from  the 
seventh  year  PR/SR,  current  PAPCap  agreements,  and  contract  provisions  for  service 
enhancements. 

FTS2000  prices  also  depend  on  usage  volumes  for  the  entire  network  and  at  each  location. 
Higher  volumes  mean  lower  prices.  If  customers  were  to  leave  FTS2000,  it  could  have  an 
adverse  impact  on  those  remaining  at  a  location,  especially  small  users  due  to  the  loss  of  volume 
discounts.  There  would  also  be  an  additional  charge  when  the  agency  who  left  the  network 
called  an  FTS2000  user  and  vice  versa.  These  long  distance  calls  would  be  off-net  calls  and, 
therefore,  would  be  more  expensive.  Aggregation  of  access  lines  benefits  FTS2000  users;  this 
now  can  be  accomplished  at  an  FTS2000  location  by  the  FTS2000  contractors  because  they  serve 
all  agencies. 

Finally,  if  mandatory  use  were  eliminated,  additional  procurement  costs  would  be  incurred  by 
those  agencies  leaving  FTS2000.  Procurements  take  time  and  are  resource-intensive  and 
contractor  procurement  costs  are  imbedded  in  most  competitive  bids.  Any  agency  leaving 
FTS2000  would  have  to  competitively  procure  their  service  and,  therefore,  incur  these  costs. 
Post-FTS2000  is  in  the  planning  stages  and  would  be  the  appropriate  time  to  look  at  other 
approaches  and  make  them  available  to  agencies  if  cost-effective. 

PROCUREMENT  REFORM 

Question.  The  FY  1995  Budget  assumes  a  $1  billion  savings  associated  with  reforming  the 
procurement  process.  What  are  these  proposed  reforms  and  what  role  did  GSA  play  in 
developing  these  proposals? 

Answer.  In  the  fall  of  1993,  the  National  Performance  Review  recommended  a  number  of 
procurement  law  reforms  that  would  streamline  the  acquisition  process  and  create  significant 
savings.  Many  of  these  proposals  are  included  in  procurement  reform  bills  currently  under 
consideration  by  the  House. 

In  addition  to  offering  proposals  for  legislative  reform,  NPR  suggested  that  agencies  modify 
internal  practices.  GSA  is  implementing  regulatory  changes  (e.g.,  cutting  the  number  of 
regulations)  and  altering  agency  practices  that  will  produce  significant  savings  (e.g.,  simplifying 
ordering  procedures  under  the  Multiple  Award  Schedules). 

Roger  Johnson  worked  closely  with  the  NPR  staff  and  various  GSA  employees  assisted  in  the 
drafting  of  NPR  proposals. 
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Question.  Throughout  my  years  in  Congress,  I  have  become  concerned  that  the  procurement 
process  does  not  work  to  the  benefit  of  the  agency  or  the  taxpayer.  It  takes  too  long  to  purchase 
major  items  and  technology  is  often  outdated  by  the  time  it  is  acquired  by  an  agency.  Are  the 
proposals  designed  to  address  these  concerns? 

Answer.  Yes.  NPR  offered  several  specific  recommendations  with  respect  to  information 
technology  acquisitions.  These  recommendations  are  intended  to  shorten  time  delays  in 
acquiring  products  and  ensure  acquisition  of  state  of  the  art  products.  For  example,  NPR 
suggested  that  agencies  procure  commercial/off-the-shelf  items.  Commercial  item  purchases 
makes  specification  drafting  less  complicated  and  do  not  require  the  government  to  collect 
voluminous  cost  and  pricing  data. 


Question.  When  will  the  Administration  be  submitting  a  legislative  package  to  Congress  so  that 
the  reform  proposals  will  receive  adequate  hearings  before  the  Government  Operations 
Committee? 

Answer.  The  Administration  is  not  planning  to  submit  its  own  procurement  reform  bill.  Rather, 
we  are  working  with  both  the  House  and  Senate  on  including  NPR  procurement  reform  measures 
in  House  and  Senate  bills  already  under  consideration. 

FLEHPLACE  WORK  CENTERS 

Question.  In  the  fiscal  year  1994  appropriation,  the  Congress  provided  $1  million  in  addition  to 
the  $5  million  appropriated  in  1993,  to  open  four  flexiplace  work  telecommuting  centers.  What  is 
the  status  of  these  four  centers? 

Answer.  The  four  designated  center  sites  are  Shenandoah  Valley  (Winchester,  Virginia); 
Fredericksburg,  Virginia;  Hagerstown,  Maryland;  and  Southern  Maryland.  The  Winchester 
center  is  open  and  fully  operational  with  14  workstations  in  a  downtown  pedestrian  mall  setting. 
The  Fredericksburg  center  is  scheduled  to  open  in  mid  to  late  April,  1994.  Hagerstown  currently 
has  an  interim  center  with  five  workstations  that  is  open  and  operational  at  the  Hagerstown 
Community  College.  This  facility  will  expand  to  10  workstations  by  April  1994.  Another  facility 
is  scheduled  to  open  in  downtown  Hagerstown  in  July,  1994.  The  Southern  Maryland  center  is 
scheduled  to  open  in  March,  1994. 

Question.  There  has  been  some  interest  in  opening  one  or  two  similar  centers  in  the  Los 
Angeles  area  to  assist  federal  agencies  in  accomplishing  their  missions  without  having  all  the 
employees  on  the  roads  destroyed  by  the  recent  earthquake.  What  are  you  doing  to  assist 
agencies  in  establishing  flexiplace  work  telecommuting  centers  in  California? 
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Answer.  The  GSA  has  initiated  the  following  actions  in  California: 

-Established  and  equipped  three  telecommuting  centers  and,  based  on  agency  need,  planned  for 
additional  centers; 

-Providing  training,  evaluation,  and  other  program  guidance  to  Federal  agencies  and  all  center 
participants; 

-Addressed  the  Los  Angeles  Federal  Executive  Board  to  inform  them  of  available  facilities  and 
assistance; 

-Surveyed  all  Los  Angeles  area  Federal  agencies  to  determine  their  post-earthquake  needs  and 
interests  regarding  facilities  and  telecommuting; 

-Initiated  meetings  with  managers  at  individual  agencies  to  answer  questions  and  encourage 
participation  in  the  telecommuting  program;  and 

-Top  management  at  GSA  is  contacting  top  management  at  headquarters  offices  of  other 
agencies  to  offer  assistance  and  information  and  encourage  participation. 

GOVERNMENT  TRAVEL 

Question.  GSA  has  awarded  two  contracts  for  credit  card  services,  one  is  for  Government 
employees  who  travel  on  Government  Business,  the  second  is  for  small  purchases.  What  is  the 
value  of  these  contracts  and  how  many  cards  are  currently  in  use? 

Answer.  The  travel  charge  card  contract  was  awarded  to  American  Express  Travel  Related 
Services  September  30,  1993,  with  an  effective  date  of  November  29,  1993.  Currently,  almost  1 
million  cards  have  been  issued  to  Federal  employees  who  travel  on  behalf  of  the  Government. 
Charges  made  through  this  card  over  a  five-year  period  are  expected  to  be  approximately  $17. 1 
billion.  The  Govemmentwide  Commercial  Credit  Card  Services  contract  was  awarded  to  Rocky 
Mountain  BankCard  System  (RMBCS)  on  February  16,  1994  with  an  effective  date  of  March  4, 
1994.  Currently,  over  65,000  cards  have  been  issued  to  Government  employees  authorized  to 
make  small  dollar  value  purchases  on  behalf  of  the  Federal  Government.  Charges  through  this 
card  over  a  five  year  period  are  expected  to  be  approximately  $5.5  billion. 

Question.  Has  the  Government  negotiated  with  these  companies  to  receive  any  kind  of  rebate 
associated  with  the  use  of  these  cards?  If  so,  do  these  rebates  offset  the  cost  of  administering  the 
programs?  If  not,  why  not? 

Answer.  Yes,  both  contracts  include  arrangements  for  refunds  to  the  Federal  Government. 
Under  the  Travel  Charge  Card  Program,  two  separate  types  of  refunds  are  included.  The  first 
refund  is  based  on  sales.  The  Government  will  receive  65  basis  points  for  each  dollar  of  sales 
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charged  to  the  travel  card,  except  for  Travelers  Cheques  and  ATM  transactions.  Based  on 
projected  sales  for  the  5-year  period,  this  refund  could  amount  to  approximately  $89  million. 
Additionally,  agencies  are  eligible  for  a  productivity  based  refund  which  will  return  to  the 
agency  a  portion  of  the  cost  of  funds  savings  realized  by  the  contractor  when  the  agency  or  its 
employees  pay  their  bills  promptly.  Furthermore,  American  Express  paid  the  Government  a 
conversion  allowance  for  each  card  issued  under  the  previous  contract.  This  amounted  to  an 
additional  $18  million  for  the  Government. 

Under  the  Small  Purchase  Card  Program,  the  Government  will  receive  a  sponsor  refiind  of  20 
basis  points  on  all  sales  charged  on  the  small  purchase  card.  Based  on  projected  sales  for  a  5- 
year  period  of  $5.5  billion,  the  sponsor  refund  would  amount  to  approximately  $1 1  million.  A 
productivity  based  refund  is  also  available  under  this  program  for  agencies  who  pay  their  bills 
promptly.  The  contractor  will  refund  to  agencies  one  basis  point  of  their  semi-annual  sales  for 
each  day  of  improvement  in  the  timing  of  their  payment.  Additionally,  agencies  can  earn  5  basis 
points  extra  if  they  receive  their  reports  electronically.  Additionally,  RMBCS  agreed  to  pay  a 
bonus  of  $500,000  each  contract  year  that  sales  reach  $1  billion. 
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INFORMATION  SECURITY  OVERSIGHT  OFFICE 

Question.  In  1994,  The  House  eliminated  fiinding  for  the  Information  Security  Oversight 
Office.  A  portion  of  these  funds  were  reinstated  in  the  Conference  Report  with  the 
understanding  that  this  office  would  be  moved  to  an  agency  such  as  the  National  Security 
Council  which  had  more  direct  relation  to  its  mission.  The  FY  1995  Budget  however  retains  this 
office  in  GSA.  Why  is  this  office  still  funded  by  GSA? 

Answer.  On  December  1,  1993,  General  Services  Administration  (GSA)  responded  by  letter  to 
the  request  of  the  National  Security  Council  (NSC)  for  reaction  to  four  proposed  options 
regarding  the  placement  of  the  Information  Security  Oversight  Office.  The  recommendation  in 
our  letter  was  to  place  this  office  in  the  NSC  since  the  functions  of  this  office  are  not  consistent 
with  the  basic  mission  of  GSA.  While  this  office  has  been  administratively  under  GSA,  the  NSC 
provides  the  policy  oversight  in  the  classification  and  safeguards  areas.  This  position  was  also 
indicated  in  GSA's  National  Performance  Review  report.  However,  the  OMB  budget  passback 
for  FY  1995  did  not  delete  fiinding  for  this  office  in  GSA's  appropriation  account  since  an 
alternative  decision  had  not  been  made  by  the  administration  at  that  time. 


Question.  The  concern  of  the  House  was  that  ISOO  did  not  receive  adequate  oversight  to  ensure 
that  it  followed  established  procurement  procedures.  Therefore,  we  directed  the  Administrator  of 
GSA  to  ensure  that  such  oversight  was  put  into  place  at  GSA.  What  are  you  doing  to  exercise 
adequate  oversight  for  the  office? 

Answer.  The  ISOO  Director  is  required  to  regularly  brief  the  Administrator,  Deputy 
Administrator  and  other  GSA  management  officials  on  ISOO's  activities,  both  verbally  and  in 
writing.  The  Director  receives  verbal  and  written  feedback  from  these  officials.  ISOO's 
Chairmanship  of  interagency  committees  and  public  advisory  committees  is  closely  monitored 
by  GSA's  Committee  Management  Staff. 

The  ISOO  Director  meets  regularly  with  GSA  officials,  including  the  Chief  Financial  Officer  and 
the  Director  of  Budget  to  discuss  how  to  fulfill  ISOO's  mission  with  decreased  FY  1 994 
resources. 

USE  OF  UNOBLIGATED  BALANCES 

Question.  The  FY  1 994  Appropriations  Act  provided  authority  for  GSA  to  use  up  to  50  percent 
of  its  unobligated  1994  balances  in  1995.  Of  these  fimds,  2  percent  may  be  used  to  finance 
employee  cash  awards  and  3  percent  may  be  used  for  employee  training  programs.  What  are 
your  plans  for  the  use  of  these  funds  in  1995? 

Answer.  Section  802  of  the  1994  appropriations  act  provides  us  an  excellent  opportunity  to  give 
cash  awards  to  deserving  employees  who  propose  improvements  in  program  delivery  and  better 
and  faster  ways  to  provide  services  to  our  customers  at  demonstrated  savings.  Also,  employees 
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Use  of  Unobligated  Balances  (cont.) 

who  reduce  costs  of  doing  business  in  their  regular  assignments,  be  it  finding  cheaper  rates  for 
official  travel  or  eliminating  an  unnecessary  office  procedure  would  likewise  receive  expropriate 
cash  awards.  These  cash  awards,  would  be  administered  under  an  established  system  within  the 
2%  limitation  in  the  1 994  appropriation  act. 

Employee  training  programs  would  be  enhanced  by  this  provision  since  regular  funding  is  often 
not  sufficient  to  provide  essential  training  to  employees.  We  plan  to  focus  first  on  areas  where 
employees  skills  need  to  be  upgraded  due  to  new  technology  under  an  established  system  within 
the  3%  limitation. 

The  remainder  of  the  1 994  unobligated  balance  authorized  to  be  available  in  1 995  would 
basically  be  use  for  essential  unforeseen  program  needs  and  upgrades  of  obsolete  automated 
systems  essential  to  effective  program  delivery. 

As  required  by  section  802  of  the  1994  appropriations  act  a  plan  for  the  use  of  these  funds  will  be 
formally  submitted  to  the  House  and  Senate  Appropriations  Committees. 


Question.  What  is  the  level  of  unobligated  balances  which  you  anticipated  will  be  available  at 
the  end  of  1994? 

Answer.  It  is  estimated  that  a  small  percent  of  the  allocations  of  1994  operating  expenses 
appropriations  to  each  of  our  eleven  regions  and  the  several  Central  Office  organizations  will  be 
unobligated  at  year  end.  On  a  national  basis  this  would  equate  to  about  $1,500,000  of  which  50% 
or  $750,000  would  be  available  in  1995  under  the  provisions  of  section  802.  This  estimate  is 
smaller  than  previous  years'  unobligated  balances  due  to  absorption  of  locality  increases. 


Question.  Section  5  of  the  GSA  General  Provisions,  provides  authority  for  GSA  to  use  funds 
which  would  otherwise  expire  at  the  end  of  5  years,  for  major  equipment  acquisitions  needed  to 
implement  Chief  Financial  Officers  Act  Have  you  developed  a  plan  for  how  these  funds  will  be 
used? 

Answer.  A  plan  for  the  agency-wide  use  of  these  funds  is  being  developed  with  strong  input  by 
GSA's  Council  of  Controllers  established  by  the  Chief  Financial  Officer.  The  plan  will  focus  on 
use  of  the  funds  to  upgrade  agency-wide  fiiumcial  accounting  systems  due  to  their  age  and  the 
need  to  make  them  more  useful  to  managers;  install  agency-wide  financial  management  and 
management  information  systems  needed  to  implement  the  Chief  Financial  Officers  Act  and  to 
provide  a  cohesive  mechanism  to  fiJIy  institute  a  system  of  meaningfiil  program  and  financial 
performance  measures;  and  selective  computer  purchases  in  critical  areas  where  labor  intensive 
manual  procedures  require  automation.  As  required  by  section  5  this  plan  will  be  formally 
submitted  to  the  House  and  Senate  Appropriations  Committees. 
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Question.  Have  you  encountered  obstacles  to  the  implementation  of  this  section? 

Answer.  As  noted,  we  are  in  the  process  of  developing  a  plan  of  implementation.  We  have  not 
encountered  any  obstacles  to  date. 

PROPOSED  CHANGES 
GENERAL  PROVISION  ON  RECYCLING 

Question.  The  FY  1995  Budget  includes  a  request  for  a  new  provision  which  will  allow 
agencies  to  retain  receipts  received  from  recycling  efforts  to  enhance  these  efforts.  The  provision 
also  authorizes  GSA  to  transfer  receipts  to  other  agencies.  Please  explain  what  this  proposed 
provision  is. 

Answer.  Executive  Order  12873-Federal  Acquisition,  Recycling  and  Waste  Prevention  dated 
October  20,  1993,  requested  that  GSA  develop  a  legislative  proposal  providing  authority  for 
Executive  agencies  to  retain  the  proceeds  for  the  sale  of  material  recovered  through  recycling  or 
waste  prevention  programs.  This  General  Provision  will  authorize  agencies  to  retain  and  use 
such  proceeds  for  further  recycling,  waste  reduction  and  prevention  and  other  environmental 
management  programs. 

This  provision  also  authorizes  GSA  to  transfer  to  other  agencies  the  proceeds  of  recycling  efforts 
performed  by  GSA  at  their  behest  prior  to  the  effective  date  of  this  provision. 

Question.  Will  this  provision  negatively  impact  GSA's  level  of  effort  in  the  area  of  recycling? 

Answer.  No,  it  will  motivate  the  agencies  to  increase  their  efforts  so  that  they  will  receive  the 
proceeds  from  the  sale. 


Question.  What  is  the  Govenunent  wide  policy  on  recycling  and  what  is  GSA's  role  in 
establishing  that  policy. 

Answer.  The  Federal  government  is  committed  to  recycling  all  materials  where  it  is  mandated 
by  law,  in  facilities  with  over  1 00  employees,  and  where  markets  exist.  However,  the  financial 
incentive  for  agency  recycling  programs  are  not  available  to  all  agencies. 

PROPOSED  CHANGES 
GENERAL  PROVISION  ON  CONTRACTING  OUT  SERVICES 

Question.  The  FY  1 995  Budget  includes  a  request  to  modify  Section  505  of  the  Appropriations 
Act  concerning  the  contracting  out  of  certain  positions  in  the  Federal  government,  with  an 
exception  made  for  sheltered  workshops.  Please  explain  these  changes. 
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Answer.  The  Edgar  Amendment  prohibits  the  General  Services  Administration  (GSA)  fix)m 
contracting  out  any  protected  positions  which  were  performed  by  individuals  in  their  capacity  as 
employees  of  GSA  from  November  14,  1983.  These  protected  positions  are  guards,  elevator 
operators,  messengers  and  custodians.  The  exception  to  this  provision  is  contracting  with  a 
sheltered  workshop  employing  the  severely  handicapped. 

As  employee  attrition  occurs,  GSA  is  able  to  replace  in-house  employees  with  sheltered 
workshop  contracts.  However,  in  numerous  locations,  sheltered  workshops  either  do  not  exist  or 
are  not  prepared  to  perform  the  custodial  functions.  In  these  cases,  GSA  has  no  alternative  but  to 
hire  new  employees.  As  a  result,  the  desired  goals  of  reducing  employment  saving  money  and 
providing  a  higher  level  of  service  are  all  postponed. 

If  the  Edgar  Amendment  were  repealed,  GSA  would  compete  our  in-  house  cleaning  operations 
against  the  private  sector.  We  would  continue  to  offer  the  contracts  to  sheltered  workshops  but 
would  also  have  the  flexibility  to  contract  with  the  private  sector  when  a  sheltered  workshop  was 
unable  or  unavailable  to  perform  the  cleaning  service.  GSA  would  thus  be  able  to  continue  to 
provide  a  commercially  equivalent  level  of  building  cleaning  services  to  our  tenants  at  lower 
cost.  At  the  expiration  of  any  resulting  contract,  the  sheltered  workshops  would  always  be 
offered  the  right  of  first  refusal  for  succeeding  contracts. 

We  will  work  with  the  committee  to  modify  current  provisions  to  protect  existing  employees 
while  providing  greater  flexibility  to  meet  workload  requirements  under  reduced  staffing 
constraints. 

WORKING  CAPITAL  FUND 

Question.  In  your  statement  you  address  the  proposal  to  expand  the  Working  Capital  Fund  to 
include  administrative  functions.  Is  this  an  attempt  to  centralize  administrative  functions? 

Answer.  The  transfer  of  reimbursable  funding  from  the  General  Management  and 
Administration  (GM&A)  appropriation  to  the  Working  Capital  Fund  will  not  result  in  the 
centralization  of  administrative  functions  beyond  the  level  of  centralized  administrative  support 
that  has  been  traditionally  funded  reimbursably  through  the  GM&A  account. 


Question.  How  did  you  develop  the  reimbursable  rates  which  are  charged  to  the  customers  -  is  it 
based  on  a  measurement  of  the  performance? 

Answer.  We  continue  to  adhere  to  the  Committee's  request  to  utilize  a  methodology  that 
allocates  costs  efficiently,  but  avoids  complicated  and  unnecessary  record  keeping,  paperwork, 
and  cost  accounting  expenses.  We  use  a  methodology  based  on  a  combination  of  workload 
measures  and  FTE  levels  for  each  of  the  paying  organizations. 
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Question.  The  Budget  Justification  material  indicates  that  since  the  administrative  functions  are 
currently  reimbursable,  the  move  of  the  functions  to  the  Working  Capital  Fund  will  not  change 
the  arrangement,  simply  the  location  of  the  function.  Please  provide  a  brief  explanation  of  how 
this  fund  will  work  once  the  administrative  functions  are  included. 

Answer.  The  fund  will  finance:  (1)  GSA's  internal  centralized  administrative  support  services, 
consisting  of  financial,  personnel,  legal  and  administrative  support  financed  from  GSA's 
benefiting  accounts;  (2)  the  external  reimbursable  administrative  support  program  that  provides 
similar  services  to  other  Federal  customers;  as  well  as  (3)  the  printing  and  duplication  activities, 
currently  financed  by  the  Working  Capital  Fund  (WCF),  that  support  both  internal  GSA 
organizations  and  other  Federal  agencies.  All  income  derived  from  both  internal  and  external 
customers  will  be  available  in  its  entirety  to  finance  the  Fund's  continuous  cycle  of  operation 
without  fiscal  year  limitation.  This  fimding  structure  is  similar  to  the  Working  Capital  Funds  of 
other  major  departments  that  utilize  consolidated  staff  support  services.  Benefits  expected 
include:  (1)  a  move  toward  consistency  of  fionding  revolving  fund  type  operation  throughout 
GSA;  (2)  maintaining  unobligated  balances  and  retained  earnings  across  fiscal  years  that  will 
maximize  the  utilization  of  income  received  and  (3)  permitting  GSA  to  implement  a 
recommendation  of  the  National  Performance  Review  that  encourages  agencies  to  establish 
appropriate  funding  arrangements. 


Question.  Even  though  the  change  is  proposed  to  take  place,  the  budget  justification  material 
indicates  that  income  to  the  Working  Capital  Fund  will  remain  approximately  the  same:  $194 
million  in  1994  and  $196  million  in  1995.  Why  doesn't  the  income  level  change  with  the 
addition  of  these  fiinctions? 

Answer.  The  1 995  budget  presents  the  Working  Capital  Fund  (WCF)  on  a  comparable  basis,  as 
if  the  transfer  of  programs  had  taken  place  at  the  beginning  of  1993,  to  aid  in  the  comparison  of 
the  change  between  fiscal  years.  The  $38,700,000  printing  and  duplicating  program  is  the  only 
program  financed  through  the  WCF  in  1994.  The  budget  estimate  for  the  printing  and 
duplicating  program  for  1995  is  $39,200,000.  This  amount  plus  $127,497,000  for  the  internal 
administrative  support  program  and  $29,43 1 ,000  estimated  for  the  external  administrative 
support  program  make  up  the  $196,128,000  estimated  for  the  WCF  in  1995. 

OVERHEAD  EXPENSES  -  FEDERAL  SUPPLY  SERVICE 

Question.  In  his  testimony  before  this  Committee  on  February  22,  1994,  the  Administrator  cited 
a  23  percent  "overhead"  for  the  Federal  Supply  Service.  What  does  this  percentage  relate  to  and 
how  was  it  calculated? 
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Answer.  This  23  percent  relates  to  the  cost  of  FTE  functions,  support  costs,  and  other  expenses 
expended  for  providing  supplies  and  services  to  GSA  customers.  This  percentage  is  the  gross 
margin  of  the  General  Supply  Fund  (sales  minus  costs  of  goods  and  services)  expressed  as  a 
percentage  of  sales.  For  the  fiscal  year  1 995  budget,  it  is  calculated  by  dividing  the  gross  margin 
of  $668.4  million  by  total  projected  sales  of  $2,806.5  million  to  derive  an  "overhead"  projection 
of  23.8  percent. 

Question.  What  is  the  reason  such  an  overhead  would  exist? 

Answer.  To  begin  with,  the  "overhead"  as  expressed  herein  represents  the  difference  between 
sales  and  costs  of  goods/services  for  all  activities  within  the  General  Supply  Fund  (GSF), 
including  both  Supply  Operations  and  Interagency  Fleet  activities.  In  this  context,  the 
representation  of  "overhead"  must  be  considered  between  the  two  separate  activities  in  order  to 
gain  a  more  precise  reading  of  what  overhead  actually  represents.  For  example,  in  activities  that 
involve  the  provision  of  goods  or  commodities,  such  as  Supply  Operations,  the  percent  overhead 
computation  is  based  on  pure  cost  of  goods  sold.  But  in  activities  that  represent  the  provision  of 
services,  as  with  the  Interagency  Fleet,  the  percent  overhead  computation  takes  on  an  entirely 
different  meaning  because  it  is  based  on  both  the  cost  of  goods  sold  and  the  cost  of  services. 

The  chart  below  provides  a  crosswalk  of  the  gross  margin  between  these  two  activities: 

Supply  Interagency  Total 

Operations  Eksl  0S£ 

Sales  $2,083.6  $723.0  2,806.6 

Cost  of  Goods/Services  1,756.6  381.6  2,138.2 

Gross  Margin  327.0  341.4  668.4 

Percent  15.7%  47.2%  23.8% 


The  reason  such  an  overhead  exists  must  also  be  isolated  into  the  two  program  activities  as  well. 
In  the  case  of  Supply  Operations,  the  gross  margin  covers  the  following  costs.     Freight 
transportation  expenses  totaling  $62.3  million  are  incurred  by  the  GSF  for  delivering  supplies 
ordered  by  customer  agencies  to  their  receiving  point.  Depreciation  expenses  totaling  $3.7 
million  cover  equipment  such  as  forklifls  and  computers.  Claims,  fixed  asset  adjustments,  etc., 
totaling  $2.4  million  are  anticipated.  Personnel,  including  salaries  and  benefits,  who  contract  for, 
procure,  inventory,  and  distribute  goods  to  other  Federal  agencies  through  the  FSS  Supply 
Distribution  Facilities,  Stock  Direct  Delivery,  and  Special  Orders  programs  total  $123.3  million. 
RENT,  ADP  support,  and  General  Management  and  Administration  (GM&A)  associated  with 
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performing  these  tasks  total  $135.3  million,  including  agencywide  GM&A  costs  funded  through 
the  GM&A  reimbursable  account. 

The  Interagency  Fleet  Management  System,  on  the  other  hand,  is  a  more  capital  intensive 
operation  associated  with  the  provision  of  a  service,  the  leasing  of  vehicles  to  other  Federal 
agencies.  The  costs  of  goods  and  services  associated  with  Interagency  Fleet  operations  are  the 
book  value  of  vehicles  eligible  for  disposal  that  are  to  be  sold  during  the  fiscal  year,  the  cost  of 
disposing  of  these  vehicles,  vehicle  maintenance  and  repair  expenses,  petroleum  expenses,  and 
leased  vehicle  payments.  Expenses  of  this  program  other  than  the  cost  of  goods  and  services 
include  annual  depreciation  expense  for  the  vehicles  owned  by  the  Government  ($164.2 
million),  the  cost  of  personnel  who  operate  the  fleet  management  centers  and  maintenance 
control  facilities  across  the  nation  ($49.0  million),  and  other  administrative  expenses  such  as 
RENT,  ADP  support,  and  GM&A  including  the  OE.GSA  reimbursable  costs,  ($20.2  million). 

In  addition,  the  gross  margin  includes  a  provision  in  retained  earnings  for  the  anticipated 
inflationary  costs  associated  with  vehicle  replacement  purchases  in  fiiture  years  (i.e.,  replacement 
cost  pricing,  or  RCP).  For  fiscal  year  1995,  the  RCP  provision  is  projected  at  $108.0  million. 

Question.  What  is  the  appropriation  amount  associated  with  this  overhead? 

Answer.  There  are  no  appropriations  associated  with  the  overhead  stated  for  the  General  Supply 
Fund.  All  overhead  cited  for  the  Fund  is  paid  through  reimbursements  to  the  Fund. 

SUSPEND  AND  REVIEW 

Question.  In  his  testimony  before  this  Committee  on  February  22,  1994,  the  Administrator 
stated  that  he  had  sent  letters  to  Congressmen  and  Senators,  seeking  help  in  identifying  savings 
in  Federal  building  projects.  Please  provide  for  the  record,  copies  of  these  letters. 

Answer.  Attached  are  copies  of  the  above  mentioned  letters. 
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Administrator 

General  Services  Administration 

Washington.  DC  20405 


JAN    M    B94 


The  Honorable  John  H  Glenn 
United  States  Senate 
Washington,  DC  20510-3501 

Dear  Mr  Chairman: 

I  need  your  help    As  you  know,  we  have  completed  the  first  phase  of  review  of  the 
Youngstown  courthouse  as  part  of  our  Time  Out  and  Review  process    .\Jthough  we 
found  that  there  appears  to  be  a  need  for  the  facility,  we  have  not  yei  been  able  to  confirm 
the  scope  and/or  timing  of  the  project    Therefore,  we  obviously  cannot  yet  proceed  with 
design,  let  alone  confirm  a  schedule  for  actual  construction 

Attached  is  a  copy  of  our  instructions  to  GSA  regional  staff,  who  will  be  in  contact 
immediately  with  appropriate  representatives  of  the  Judiciary    Would  you  please  add  your 
encouragement  to  ours  for  a  prompt  and  comprehensive  response 

Thank  you  for  your  help 

Sincerely, 


Administrator 


U 
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Administrator 

General  Services  Administration 

Washington,  DC  20405 


JAN    I  1    Q9d 


The  Honorable  Howard  Meizenbaum 
United  States  Senate 
Washington,  DC  20510 

Dear  Senator  Metzenbaum 

I  need  your  help    As  you  know,  we  have  completed  the  first  phase  of  review  of  the 
^'oungstown  courthouse  as  pan  of  our  Time  Out  and  Review  process    AJthough  we 
found  that  there  appears  to  be  a  need  for  the  facility,  we  have  not  yet  been  able  to  confirm 
the  scope  and/or  timing  of  the  project    Therefore,  we  obviously  cannot  yet  proceed  with 
desigiv,  let  alone  confirm  a  schedule  for  actual  construction 

Attached  is  a  copy  of  our  instructions  to  GSA  regional  staff,  who  will  be  in  contact 
immediately  with  appropriate  representatives  of  the  Judiciary    Would  you  please  add  your 
encouragement  to  ours  for  a  prompt  and  comprehensive  response 

Thank  you  for  your  help 

Sincerely, 


AdminiSKator 


^9 


FMtftf  fUcyctas  P^otym^      B      ^m       P'wxwc  o^  ^Uoo^c  p«o* 
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Administrator 

General  Services  Administration 

Washington,  DC  20405 


JAN 


I99d 


The  Honorable  James  A  Traficant 
House  of  Represcntaiives 
Washington.  DC  20S 15-35 17 

Dear  Mr  Chairman 


1  need  your  help    As  you  know,  we  have  complcied  the  firsi  phase  of  review  of  the 
Youngsio\^'n  courthouse  as  pan  of  our  Time  Out  and  Review  process    AJlhough  we 
found  that  there  appears  to  be  a  need  for  the  facility,  we  have  not  yet  been  able  to  confirm 
the  scope  and/or  timing  of  the  project    Therefore,  we  obviously  cannot  yet  proceed  with 
design,  let  aJone  confirm  a  schedule  for  actual  construction 

Attached  is  a  copy  of  our  instructions  to  GSA  regionai  staff,  who  will  be  in  contact 
inunediately  with  appropnate  representatives  of  the  Judiciar)'    Would  you  please  add  your 
encouragement  to  ours  for  a  prompt  and  comprehensive  response 

Thank  you  for  your  help 

Sincerely. 


Rogerv 
Adminikiator 


f—mm  »Mi1'<j  f^f      jf    ^ 
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Administrator 

General  Services  Administration 

Washington.  DC  20405 


JAN 


1994 


The  Honorable  Robert  C  Byrd 
Uruied  Slates  Senate 
Washington,  DC  20510-4801 

Dear  Mr  Chairman: 

I  need  your  help    As  you  know,  we  have  completed  the  first  phase  of  review  of  the 
Wheeling  counhouse  as  pan  of  our  Time  Out  and  Review  process    Although  we  found 
that  there  appears  to  be  a  need  for  the  facility,  we  have  not  yet  been  able  to  confirm. the 
scope  and/or  liming  of  the  project.  Therefore,  we  obviously  cannot  yei  proceed  with 
design,  let  alone  confirm  a  schedule  for  actual  construction 

Attached  is  a  copy  of  our  instructions  to  GSA  regional  staff,  who  will  be  in  contact 
immediately  with  appropriate  representatives  of  the  Judician,'    Would  you  please  add  your 
encouragement  to  ours  for  a  prompt  and  comprehensive  response 

Thank  you  for  your  help. 

Sincerely, 


^tOvrM  ft#C>0«/^    f^O^»fr' 


^9 


PnrwK  <r>  ft*<lO»C  P»D«» 
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Administrator 

General  Services  Aomimstration 
Washington.  DC  20405 


JAN     I   I    1994 


The  Honorable  AJan  B  Mollohan 
House  ofRepreseniaiives 
Washingion,  DC  20515-4801 

Dear  Representative  Mollohan 

I  need  your  help    As  you  know,  we  have  completed  the  first  phase  of  review  of  the 
Wheeling  counhouse  as  pan  of  our  Time  Out  and  Review  process    Although  we  found 
that  there  appears  to  be  a  need  for  the  facility,  we  have  noi  yet  been  able  to  confirm  the 
scope  and'or  timing  of  the  project    Therefore,  we  obviously  cannot  yet  proceed  with 
design,  let  alone  confirm  a  schedule  for  actual  construction 

Attached  is  a  copy  of  our  instructions  to  GSA  regional  staff,  who  will  be  in  contact 
immediately  with  appropnaie  representatives  of  the  Judiciar\'    Would  you  please  add  vour 
encouragement  to  ours  for  a  prompt  and  comprehensive  response 

Thank  you  for  your  help 

Sincerely. 


C> 
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Administrator 

General  Services  Administration 

Washington.  DC  20405 


JAN    I  I   1994 

The  Honorable  John  D  Rockefeller  IV 
United  States  Senate 
Washington.  DC  20510-4802 

Dear  Senator  Rockefeller: 

I  need  your  help    As  you  know,  we  have  completed  the  first  phase  of  review  of  the 
Wheeling  courthouse  as  part  of  our  Time  Out  and  Review  process    Although  we  found 
that  there  appears  to  be  a  need  for  the  facility,  we  have  not  yet  been  able  to  confirm  the 
scope  and/or  timing  of  the  project    Therefore,  we  obviously  cannot  yet  proceed  with 
design,  let  alone  confirm  a  schedule  for  actual  construction 

Attached  is  a  copy  of  our  instructions  to  GSA  regional  staff,  who  will  be  in  contact 
immediately  with  appropriate  representatives  of  the  Judiciary    Would  you  please  add  \our 
encouragement  to  ours  for  a  prompt  and  comprehensive  response 

Thank  you  for  your  help 

Sincerely, 


RoceiVvx  ^finion 
.■\dminiyrator 


W> 
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Administrator 

General  Services  Administration 

Washington.  DC  20405 


J^N     I  I    1994 

The  Honorable  Bill  Emerson 
House  of  Representatives 
Washmgion.  DC  205  1 5-2508 

Dear  Representative  Emerson 


G  r?lr        ^K         '°"  ^°"-  "'  ^'''  '°'^^^''^  '^'  ^''^  P^^^  or  review  of  the  Cape 
G.a    eau  counhoose  as  pan  of  our  Time  Ou,  and  Rev,ew  process    AJthough  we  ou  d 
hat  there  appears  to  be  a  need  for  the  facility,  we  have  no.  yet  been  able  to  confirm  the 
scope  and/or  timing  of  the  projea    Therefore,  we  obviouslv  canno,  ve,  proceed  ^t 
design,  let  alone  coofirrri  a  schedule  for  actual  constmction 

Attached  IS  a  copy  of  our  .nstmctions  to  GSA  regional  staff,  who  will  be  m  contact 
■n^mcdiately  with  appropnate  representatives  of  the  Judiciary    Would  vo    p  ^e  add  vour 
encouragement  to  ours  for  a  prompt  and  comprehensive  response  ' 

Thank  you  for  your  help 
Sincerely, 


\.9 
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Administrator 

General  Services  Administration 

Washington.  DC  20405 


JAN    I  I    1994 

The  Honorable  John  C  Danforth 
United  Slates  Senate 
Washington,  DC  20510-2502 

Deal  Senator  Danforth: 

I  need  your  help    As  you  know,  we  have  completed  the  first  phase  of  review  of  the  Cape 
Girardeau  courthouse  as  pan  of  our  Time  Out  and  Review  process    AJthough  we  found 
that  there  appears  to  be  a  need  for  the  facility,  we  have  not  yet  been  able  to  confirm  the 
scope  and/or  tinning  of  the  project.  Therefore,  we  obviously  cannot  yet  proceed  v/ith 
design,  let  alone  confirm  a  schedule  for  actual  construction. 

Attached  is  a  copy  of  our  instructions  to  GSA  regional  staff,  who  will  be  in  contact 
immediateiy  with  appropnate  representatives  of  the  Judiciary    Would  you  please  add  your 
encouragement  to  ours  for  a  prompt  and  comprehensive  response 

Thank  you  for  your  help. 

Sincerely, 


Rogei< 
Admini^ator 


^> 


^oQixK      V     "^      Prifk^c  v^  (Wrra*;  »k>» 
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Administrator 

General  Services  Administration 

V^ashingion,  DC  20405 


j;n  M  Bsa 


The  Honorable  Chnstophcr  Bond 
Uniied  Slates  Senate 
Washington,  DC  20510-2503 

Dear  Senator  Bond: 

i  need  your  help    A5  you  know,  we  have  completed  the  first  phase  of  review  of  the  Cape 
Girardeau  courthouse  a5  pan  of  our  Time  Out  and  Review  process    AJihough  we  found 
that  there  appears  to  be  a  need  for  the  facility,  we  have  not  yet  been  able  to  confirm  the 
scope  and/or  iimuig  of  the  projea    Therefore,  we  obviously  cannot  yet  proceed  with 
design,  let  alone  confirm  a  schedule  for  actual  construction 

Attached  is  a  copy  of  our  instructions  to  GSA  regional  staff,  who  will  be  in  contact 
immediately  with  appropriate  representatives  of  the  Judiciary    Would  you  please  add  your 
encouragement  to  ours  for  a  prompt  and  comprehensive  response 

Thank  you  for  your  help 

Sincerely. 


Roger  v/\  Johnson 
Administrator 


<.♦> 


^«OvH  A«ctOw^4  '^&g»*w       a       »        »nr««c  t^  nmeyOmC 
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Administrator 

General  Services  Administration 

Washington.  DC  20405 


JAN    I  I    1994 


The  Honorable  Dermis  DeConcini 
Uruted  States  Senate 
Washington,  DC  20510-0302 

Dear  Mr.  Chairman: 

1  need  your  help    As  you  know,  we  have  completed  the  first  phase  of  review  of  the 
Phoenix  courthouse  as  pan  of  our  Time  Out  and  Review  process    AJlhough  we  found 
that  there  appears  to  be  a  need  for  the  facility,  we  have  not  yet  been  able  to  confirm  the 
scope  and/or  timing  of  the  project    Therefore,  we  obviously  cannot  yet  proceed  with 
design,  let  alone  confirm  a  schedule  for  actual  construction. 

Attached  is  a  copy  of  our  instructions  to  GS.A  regional  staff,  who  will  be  in  contact 
immediately  with  appropnate  representatives  of  the  Judiciary    Would  you  please  add  your 
encouragement  to  ours  for  a  prompt  and  comprehensive  response 

Thank  you  for  your  help 

Sincerely, 


Roge 
AdmiaistVaior 


%>9 


•O^B  R•.->o*^t  P-Ojr^,,        B       "O         ''-'"•C  On  R»C>0«:  ►«» 
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Administrator 

Genera)  Services  Administration 

Washington,  DC  20405 


JAN    I  I    B94 


The  Honorable  Jim  Kolbc 
House  of  Representatives 
WasKingion.  DC  2051-0305 

Dear  Represeniaiive  Kolbc: 

I  need  your  help    As  you  know,  we  have  completed  the  first  phase  of  review  of  the 
Phoenix  courthouse  as  pan  of  our  Time  Out  and  Review  process    Although  we  found 
that  there  appears  to  be  a  need  for  the  facility,  we  have  not  yet  been  able  to  confirm  the 
scope  and/or  tin^ng  of  the  project    Therefore,  we  obviously  cannot  yet  proceed  with 
design,  let  aJone  confirm  a  schedule  for  actual  construction 

Attached  is  a  copy  of  our  instructions  to  GSA  regional  staff,  who  will  be  in  contact 
immediately  with  appropnatc  representatives  of  the  Judiciary'    Would  you  please  add  your 
encouragement  to  ours  for  a  prompt  and  comprehensive  response 

Thank  you  for  your  help 

Sincerely. 


A  am: 


^.9 


'•o*(«  ftftoow^c  ^»t«y»/«      C      ^5       ^""^c  »'  ^^rr^me 
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Administrator 

GeneraJ  Services  Administration 

Washington.  DC  20405 


J^N    I  1    1994 

The  Honorable  John  McCain 
United  Slates  Senate 
Washington,  DC  20510-0303 

Dear  Senator  McCain: 

I  need  your  help    As  you  know,  we  have  completed  the  first  phase  of  review  of  the 
Phoerux  counhouse  as  pan  of  our  Time  Out  and  Review  process    Although  we  found 
that  there  appears  to  be  a  need  for  the  facility,  we  have  not  yet  been  able  to  confirm  the 
scope  and/or  timing  of  the  project    Therefore,  we  obviously  cannot  yet  proceed  with 
design,  let  alone  confirm  a  schedule  for  actual  construction 

Attached  is  a  copy  of  our  instructions  to  GSA  regional  staff,  who  will  be  in  contact 
immediately  with  appropriate  representatives  of  the  Judiciary    Would  you  please  add  your 
encouragement  to  ours  for  a  prompt  and  comprehensive  response 

Thank  you  for  your  help. 

Sincerely, 


flaunt  R»c>Ow^  Pwor»rt>      O^  7^       P^*%mo  on  fUcvoad  Pwcf^ 
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Administrator 

General  Services  Administration 
Washington,  DC  20405 


JiN 


1994 


The  Honorable  Robert  Kerrey 
Uniied  Stales  Senate 
Washington,  DC  20510-2704 

Dear  Senator  Kerrey 

I  need  your  help    As  you  know,  we  have  completed  the  first  phase  of  review  of  the 
Omaha  courthouse  as  pan  of  our  Time  Out  and  Rev.cw  process    .Although  we  found  that 
there  appears  to  be  a  need  for  the  facility,  we  have  not  vet  been  able  to  confirm  the  scope 
and/or  uminc  of  the  project    Therefore,  we  obviouslv  cannot  vet  proceed  with  desicn  let 
alone  confirm  a  schedule  for  actual  construction 

Attached  is  a  copv  of  our  insinjciions  to  GSA  recional  staff,  who  will  be  in  contact 
immediately  with  appropriate  representatives  of  the  Judiciar%    Would  vou  please  add  your 
encouragement  to  ours  for  a  prompt  and  comprehensive  response 

Thank  you  for  your  help 
Sincerelv. 


Rocft^w  Donrison 
.Administrator 


'•*•'■    ftMOCW^    *-D^ 


-^  Cj  '^"' 
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Administrator 

General  Services  Admrmstration 

Washington,  DC  20-iO5 


j;i>l    I  I    1994 


The  Honorable  James  Exon 
United  Siaies  Senate 
Washinnon.  DC  20S 10-2702 

Dear  Senator  Exon 

I  need  your  help    As  you  know,  we  have  completed  the  first  phase  of  review  of  the 
Omaha  counhouse  as  pan  of  our  Time  Out  and  Review  process    AJihouch  we  found  that 
there  appears  to  be  a  need  for  the  facility,  we  have  not  ye;  been  able  to  confirm  the  scope 
and/or  timing  of  the  project    Therct'ore,  we  obviousK  cannoi  yci  proceed  with  design,  le; 
alone  cor\firm  a  schedule  for  actual  construction 

Attached  is  a  copy  of  our  instructions  to  GSA  regional  sialT,  who  uill  be  in  contact 
imniediaieiy  with  appropriate  representatives  of  the  Judiciary    Would  you  please  add  your 
encouragement  to  ours  for  a  prompt  and  comprehensi\e  response 

Thank  you  for  your  help 

Sincerely. 


Admini\1raior 


^•o*'*'  P«#eTO^;  ^•egrt^ 


^w»»c  o«  (Wcto«c  ' 
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AcJministratcx- 

General  Services  Administration 

Washinaion.  DC  2CK05 


JAN 


1994 


The  Honorable  Peter  Hoagland 
House  of  Rcpreseniatives 
Washjngioa,  DC  20515-2702 

Dear  Represeniaiive  Hoagland 

1  need  your  help    Ai  you  know,  we  have  completed  the  first  phase  of  review  of  the 
Onnaha  counhousc  as  pan  of  our  Time  Out  and  Review  process    AJthough  wc  found  thai 
there  appean  to  be  a  need  for  the  facility,  we  have  not  yet  been  able  to  coa/irTn  the  scope 
and/or  liming  of  the  project    Therefore,  we  obviously  cannot  ye;  proceed  with  design.  Jet 
alone  confirm  z  schedule  for  actual  construction 

Attached  is  a  copy  of  our  insirucnons  to  GSA  regional  staff,  who  will  be  m  contact 
imniediaiely  uiih  appropnate  rcpreseniatives  of  the  Judiciar^'    Would  you  please  add  your 
encouragemeni  to  ours  for  a  prompt  and  comprehensive  response 

Thank  you  for  your  help 

Sincerely. 
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General  Services  Administrattoo 
Public  Buildings  Service 
Washington,  DC  2C>t05 


JAN      t  594 


MEMORANDUM  FOR  THOMAS  H.  WALKER 

ASSISTANT  REGIONAL  ADMINISTRATOR 
FOR* PUBLIC  BUILDJNGS  SERVICE  -/5P 

FROM: 


SUBJECT: 


n"ime-Oui  and  Revieu'HDecision  AiTeciing  Proposed  FederaJ 
Building-Counhouse,  Omahz,  bJE 


We  have  completed  the  review  of  the  proposed  FederzJ  building-courthouse  in  Omaha, 
NE,  and  luve  recommended  \\\z\  the  projea  should  proceed    However,  a  deiermjnaiion 
of  the  appropriate  scope  and  timing  for  the  projea  as  described  below  must  be  completed 
prior  to  progression  to  the  ncxr  logical  milcsionc    /sJso,  we  request  that  you  explore  the 
use  of  additionaJ  space  within  the  Edward  Zorinsk-y  Federal  Building,  US  Post  Ofiice  and 
Counhouse  to  meet  the  interim  requirements  of  the  couns. 

As  a  prerequisite  to  proceeding  funher,  please  obiajn  confirmauon  and  appropriate 
documentation  of  ihe  most  accurate  and  up-to-date  assessment  of  the  10-year  judicial 
requirement  that  the  proposed  facility  is  to  be  designed  to  accommodate    To  assist  you 
and  to  begin  to  provide  a  standard  analysis,  please  use  the  anached  matrix  formats  to 
establish  the  current  baseline  condition  and  the  projected  10-  ar.d  30-yea:  rtquircnierws 

We  request  that  you  and  your  staff  work  closeiy  -.vith  the  Adrr.inis'.rati'.e  Office  cf '.he 
United  States  Couns  (AOC)  to  obtain  and  verif)-  the  coun  needs  profile  thai  the  matrix 
formats  are  intended  to  assess    To  expediie  ihjs  efTon.  wc  are  providing  a  copy  of  ihjs 
memorandum  aid  tnachments  lo  our  AOC  contacts  here  in  Washingion 

.Although  the  General  Services  Administration  (GSA)  received  a  line-item  appropnation 
of  59,361,940  for  sue  acquisition  and  additional  funding  for  design  for  th;s  project  ir,  nscal 
year  199-5,  appropriations  ac  language  makes  tius  funding  unavailable  to  GSA  pnor  to 
February  1,  1994,  unless  explicitly  authonzed  by  the  House  and  Senate  Pubbc  Works 
Comjrutiees  and  assunning  neither  committee  disapproves  the  project  pnor  lo  thai  daie 
The  impact  of  this  issue  on  project  allowances  is  addressed  in  the  aiiachec  cops'  of  a 
December  7,  1993,  memorandum  from  ihe  Office  ofihe  Conuolier  to  ihe  recions 


P»4e*^'  RffCY^iry;  PrCKj't/r 


f>r^rr\*c  Cl»^  A*cvr»«C  Pio*' 
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I 

Upon  receipt  of  this  memorandum,  please  provide  us  with  an  estimated  schedule  for 
compleuon  of  the  requested  project  scope  and  timing  analysis    Given  the  need  to  confinn 
these  parameters,  our  review  has  identified  no  specific  savings  at  this  time    Nevertheless, 
it  IS  our  firm  expectation  that  the  region  will  develop  the  iowes;  cost  aJtemative  to  meet 
courts  requirements  that  have  been  verified  with  the  AOC  as  indicated  above  and  that  the 
attached  guidance  transmitted  by  my  memorandum  ofDecember  15.  1993,  "Follow-up  to 
the  Time-Ou!'  Review',  v.t11  serve  as  the  baiis  for  project  development    A  sunvnary  of 
our  findings  and  recommendations  regarding  this  project  is  also  attached 

If  you  have  any  questions,  please  contact  Mr  William  R  Lawson,  Assistant  Commissioner 
for  Planning,  on  (202)  501-0638 

Attachments 
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Frpjg^t: 


GENERAL  SERVICES  ADMINISTRATION 
TIME-OUT  AND  RENTEW 

Federal  Building-Courthouse.  Omaha.  NE 


Sumniar)':  Refine  scope  lo  reflect  Liming  of  10  ytar  projccLions.  Trj'  lo  lemporari]y 
acconunodaic  expansion  needs  through  use  of  space  in  existing  building. 

Recommendation: 

•  Approve  to  proceed. 

•  Reassess  scope  and  liming. 

•  ObLain  savings  through  reduced  baseline  and  value  engineenng  in  consu\)ciJon. 

•  Explore  expansion  lo  accommodate  interim  needs  within  cxisLinc  building. 

•  Monitor  aulhonzation  of  additional  judgeships. 

Sa\ings;  TBD 
SuppK)rt: 

•  Courts  and  courts-related  uses  occupy  57,754  sf  of  265,63 1  sf  building. 

•  Current  situation: 

•  7  judges  in  6  courtrooms 

•  2  judges  eligible  for  senior  staa-s:    1 995/2000 

•  ProjecLioD  (10-year): 

•  13  judges  (7  -(-  6) 


Decifnbc- 9.  19?; 
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JUDGE  ANALYSTS' 
(Names  or  status  of  appointment) 

Name  or  Name  or 
Name  of                        Authority  for  Judge<s)  Authority  for  Judgc<i) 

Current  Judges)  10  Yean  30  Years 

Distria:  X  X  X 

Visiung:  X  X  X 

X  X 

X  X 

X  X 

Bankruptcy  X  X  X 


For  current  status  provide  the  names  of  the  current  judges  or  authoritv-  for  any 
vacancy    For  the  10  and  30  year  projectjons  pro%-ide  either  the  name  of  the  judge 
expected  to  be  sitiing,  the  oaronc  authonrv'  znc  anticipated  date  for  fiiijng  the 
tppointmeni,  or  when  it  is  expeaed  to  have  the  authonry  for  the  appointment 


Senior 

X 

Circujt: 

X 

Madstraic: 

X 

rr  f  ■»  -.TTy-Tix^  ■•  mr 
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■TUDGE/COLnRTROOM  ANALYSTS 


CprmH  Courrroorrn  10  Yg«n 

Judgq        Courtrt>om5      Judges      Courlrooms 


30  Yc«n 
Judgcj        Courtrooms 


Disiricl; 


Visiting:  X 


Senior: 

X 

X 

X 

X 

X 

X 

Circuit: 

X 

X 

X 

X 

X 

X 

Magistral  e: 

X 

X 

X 

X 

X 

X 

Bankrupic)*: 

X 

X 

X 

X 

X 

X 

Toud: 


X 


X 
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QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  THE  COMMITTEE 

MULTIPLE  AWARD  SCHEDULE 

Question.  What  is  the  GS  A  policy  on  contractor  certification  of  "best  price  to  the  Govenunent" 
on  contracts  awarded  by  GSA? 

Answer.  GSA  does  not  require  a  contractor's  certification  of  "Best  Price  to  the  Government"  for 
contract  award.  GSA  requires  Multiple  Award  Schedule(MAS)  offerors  to  disclose  information 
about  their  commercial  pricing  practices.  An  offeror  must  disclose  the  best  discount  given  to 
each  category  of  customer.  The  offeror  must  certify  that  the  information  disclosed  is  current, 
accurate  and  complete. 

GSA  uses  vendor  submitted  information  to  evaluate  prices  offered  to  the  Government.  GSA's 
goal  is  to  negotiate  discounts  equal  to  the  offeror's  "most  favorite  customer"  (MFC).  GSA  may 
accept  less  than  MFC  discounts,  when  the  customer  buys  under  terms  and  conditions  that  are  not 
comparable  to  the  MAS.  GSA  will  not,  however,  award  a  contract  for  discounts  less  than  those 
that  the  offeror  gives  to  large  volume  commercial  customers,  with  comparable  terms  and 
conditions. 


Question.  Does  this  reflect  a  change  in  policy?  If  so,  how  does  it  differ? 
Answer.  This  does  not  reflect  a  change  in  policy. 

Question.  What  is  the  rationale  for  this  change  and  will  it  require  any  change  in  legislation? 
Answer.  There  is  no  change  in  policy. 
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USE  OF  RECYCLED  OIL 

Question.  What  is  the  agency  doing  to  implement  across  the  board  procurement  of  motor  oil 
containing  re-refined  base  oil? 

Answer.  GSA,  through  the  Interagency  Fleet  Management  System  (IFMS),  manages  25  -  30% 
of  the  Federal  fleet.  The  mission  of  the  IFMS  is  to  provide  the  most  economical  and  efficient 
vehicle  fleet  to  agencies,  enabling  them  to  better  meet  their  mission  requirements.  In  managing 
the  IFMS  vehicles,  GSA  has  initiated  multiple  environmental  programs.  These  programs  include 
the  recycling  of  vehicle  by-products,  ranging  from  license  plates  and  batteries  to  antifreeze, 
CFCs,  tires,  parts  washer  fluid,  and  used  oil.  Recently,  the  Fleet  Management  Division  has 
developed  a  comprehensive  environmental  guidebook  that  provides  detailed  information  on  the 
environmental  policies  of  the  IFMS. 

While  GSA  provides  vehicle  management  to  our  customers,  we  are  in  turn  customers  of  other 
agencies  or  services  that  exercise  commodity  management.  Oil  is  one  of  the  commodities  that 
GSA  does  not  manage.  The  corrmiodity  manager  for  lubes  and  oils  is  the  Defense  General 
Supply  Center  (DGSC).  They  are  responsible  for  developing  guidance  for  the  use  of  the  oil,  and 
a  schedule  of  oils  available  for  purchase  by  the  Federal  government.  Re-refined  oil  would  be  one 
of  the  products  that  DGSC  would  be  responsible  for  managing.  Further  discussion  of  the  role 
DGSC  plays  in  the  purchasing  of  re-refined  oil  appears  below,  in  answer  to  Question  4. 

Currently,  it  is  the  IFMS'  policy  not  to  purchase  re-refined  oil.  It  is  our  understanding  that 
although  EPA  has  issued  a  guideline  mandating  Federal  agencies  to  purchase  re-refined  oil,  the 
oil  must  first  meet  applicable  industry  performance  standards.  Based  on  manufacturers'  policies, 
lack  of  availability  at  the  retail  level,  and  the  absence  of  uniform  standards  and  quality  control  in 
the  production  process,  re-refined  oil  has  failed  to  meet  those  performance  standards. 

Fleet  Management  has  begun  gathering  information  to  evaluate  how  we  might  be  able  to 
introduce  re-refined  oils  and  lubricants  into  our  vehicle  management  program  without  affecting 
the  motor  vehicle  warranty  conditions  and  specified  emission  requirements. 
Recently,  we  have  learned  that  certain  brands  of  re-refined  oil  have  passed  the  required  Society 
of  Automotive  Engineers  (SAE)  standards  and  have  been  licensed  by  the  American  Petroleum 
Institute.  This  being  true,  use  of  these  products  should  not  void  the  warranties.  We  have  written 
Ford,  GM,  and  Chrysler  letters  asking  for  clarification  on  their  policy  on  the  use  of  re-refined  oil 
in  their  vehicles,  and  what  standards  this  type  of  oil  must  meet  in  order  to  satisfy  warranty 
requirements. 

The  responses  from  the  manufacturers  have  indicated  that  the  lack  of  standardization  among  the 
re-refined  oil  products  prevents  them  from  endorsing  its  use.  There  is  no  qualification  or 
identification  system  in  place  to  identify  consistently  acceptable  re-refined  oil.  Due  to  the  lack  of 
standardization  and  quality  control,  the  warranty  cannot  be  guaranteed  for  those  vehicles  using 
re-refmed  oil.  All  the  manufacturers  indicated  that  they  are  working  with  the  re-refined  oil 
industry  to  develop  tests  that  would  alleviate  the  above  concerns.  Until  the  manufacturers' 
concerns  are  resolved,  re-refined  oil  will  not  be  approved  for  use  in  IFMS  vehicles.  Our 
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Use  of  Recycled  Oil  (cont.) 

conclusion  is  that  progress  cannot  be  made  until  the  marketplace  decides  to  accept  the  re-refmed 
oil  and  lubricant  products.  We  do  not  have  a  policy  to  purchase  re-refined  oil  because  there  is  no 
product  available  commercially  for  us  to  purchase. 

Question.  Is  there  a  specific  price  preference  that  agencies  must  follow? 

Answer.  Since  GSA  is  not  the  commodity  manager  for  re-refmed  oils,  we  cannot  speak  as  to 
whether  there  is  a  price  preference  that  agencies  must  follow.  The  IFMS  does  have  a  preference 
in  that  we  are  under  constant  pressure  to  offer  economical,  quality  service  to  our  customers.  A 
product  must  have  proven  quality  standards,  and  be  comjjetitively  priced  before  we  will  provide 
it  to  our  customers. 

Question.  Are  all  GSA's  owned  or  leased  vehicles  covered  by  the  re-refined  base  oil  policy? 

Answer.  All  IFMS  vehicles  under  warranty  are  covered  by  Fleet  Management's  re-refined  base 
oil  policy. 


Question.  Will  the  same  preference  be  adopted  where  agency  vehicles  are  serviced  by 
independent  firms? 

Answer.  For  whatever  reasons,  re-refined  oil  that  meets  OEM  specifications  is  generally  not  . 
available  at  retail  facilities  which  we  use  for  service  work.  The  Interagency  Fleet  Management 
System  utilizes  commercial  vendors  for  maintenance  and  repairs.  At  this  point  in  time,  the 
commercial  vendors  do  not  utilize  re-refined  oils.  The  vendors  feel  that  they  cannot  warranty 
their  work  if  they  use  re-refined  oil,  because  there  is  not  a  great  deal  of  standardization  in  the 
brands  of  re-refined  oil,  causing  quality  standards  to  be  questionable.  We  have  written  all  of  the 
major  oil  companies  requesting  information  on  why  they  do  not  utilize  re-refined  oil  and  asking 
them  to  share  any  information  they  have  available  on  the  performance  of  the  product. 

Additionally,  it  is  important  to  note  that  the  Defense  General  Supply  Center  (DGSC)  is  the 
commodity  manager  for  re-refined  oils.  DGSC  has  indicated  that  if  the  Government  uses  a  lube 
oil  which  contains  re-refined  oils  and  is  listed  on  a  Qualified  Product  List  (QPL),  then  the 
supplier  must  be  certified.  TTiere  are  only  two  certified  suppliers  of  re-refined  lube  oil  stocks 
(Evergreen  and  Breslube).  While  it  is  exciting  to  see  progress  being  made  in  the  acceptance  of 
re-refined  oil,  having  the  re-refined  oil  available  on  a  QPL  does  not  aid  the  IFMS  in  purchasing 
re-refmed  oil,  as  we  do  not  operate  our  own  maintenance  shops.  We  are  aware  that  Breslube  has 
its  re-refined  oil  available  through  the  chain  of  Wal-Mart  stores.  However,  since  the  IFMS  docs 
not  operate  its  own  maintenance  shops,  this  proves  ineffective  for  our  vehicles  to  use.  In  order 
for  IFMS  vehicles  to  utilize  rc-refined  oil,  it  must  be  available  through  commercial  service 
stations. 


306 


QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  CONGRESSMAN  VISCLOSKY 

Use  of  Recycled  Oil  (cont.) 


DGSC  also  preferentially  purchases  against  Commercial  Item  Descriptions  (CIDs).  These  CIDs 
do  not  have  any  restriction  on  the  use  of  re-refined  oils  and  do  not  have  QPLs,  however,  any 
manufacturer  offering  products  against  a  CID  must  also  be  able  to  make  them  available 
commercially.  DGSC  has  not  had  a  tremendous  amount  of  success  with  this  program,  as  most 
suppliers  do  not  have  the  capability  to  supply  their  product  commercially. 


Question.  If  GSA's  vehicles  are  taken  to  commercial  "quick  lubes"  for  oil  changes,  are  those 
businesses  required  to  stock  re-refined  oil  for  use  in  agency  cars? 

Answer.  At  this  time,  they  are  not.  Please  see  the  above  response.  GSA  has  contracts  with  a 
very  limited  number  of  individual  commercial  firms.  For  repairs  amounting  to  less  than  $50 
(such  as  an  oil  change),  client  agencies  may  take  their  vehicles  to  the  repair  shop  of  their  choice. 
Vehicles  are  taken  to  service  stations  and  lube  shops  based  on  whether  those  operations  accept 
the  Government  credit  card.  There  is  no  contract  involved  under  which  GSA  could  mandate 
these  operations  to  provide  re-refined  oil.  If  GSA  were  to  attempt  to  force  requirements  on  our 
vendors  (most  of  which  are  small  businesses),  we  would  most  likely  be  forced  to  pay  a  premium, 
which  would  result  in  higher  costs  to  our  customers  and  the  taxpayers. 


Question.  How  is  the  Presidential  Order  on  recycled  oil  being  implemented,  and  what  is  the 
time  schedule  for  a  complete  switch  over  to  re-refined  oil? 

Answer.  The  Federal  Register  of  June  30,  1988,  provides  a  guideline  for  the  Federal 
procurement  of  lubricating  oils  containing  re-refined  oils.  This  guideline  implements  section 
6002  of  the  Resource  Conservation  and  Recovery  Act  (RCRA).  Any  procuring  agency  using 
appropriated  Federal  fiinds  to  procure  that  item  must  purchase  such  items  containing  the  highest 
percentage  of  recovered  materials  practicable.  Executive  Order  12873,  Federal  Acquisition, 
Recycling,  and  Waste  Prevention,  reiterates  the  guideline  established  by  EPA. 

The  guideline  specifies  that  the  oil  must  meet  applicable  performance  standards,  and  the  MIL- 
SPEC  requirements,  before  it  will  be  included  on  the  Qualified  Products  List.  We  must  procure 
items  composed  of  the  highest  percentage  of  recovered  materials  practicable,  considering 
competition,  availability,  technical  performance,  and  cost. 

The  Fleet  Management  Division  has  not  purchased  and  used  re-refined  oil,  because  it  has  not  met 
the  standards  listed  in  the  EPA  guideline.  If  the  re-refined  oil  (1)  meets  required  specifications, 
(2)  can  be  used  without  voiding  the  manufacturers'  warranties,  and  (3)  is  readily  available  in  the 
commercial  marketplace  at  a  competitive  price,  then  it  will  be  purchased.  We  have  taken  steps  to 
obtain  accurate  information  fi'om  the  vehicle  manufacturers  and  the  oil  companies  to  determine 
whether  this  has  taken  place.  We  are  continuing  to  actively  monitor  the  progress  of  re-refmed  oil 
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Use  of  Recycled  Oil  (cont.) 

in  the  marketplace,  and  continue  to  seek  information  regarding  its  availability,  quality,  and  OEM 
acceptance. 

Question.  Are  other  applications  included,  such  as  gear  oils,  grease,  transmission  fluids,  etc.? 
Answer.  Not  at  this  time. 


Question.  Does  the  policy  encourage  the  use  of  available  oil  with  the  maximum  re-refined  base 
oil  content,  or  is  there  some  standard  content  which  is  specified? 

Answer.  As  the  commodity  manager  for  oils  and  lubes,  DGSC  would  be  the  office  that  would 
specify  the  standard  content.  GSA  does  not  have  laboratories  or  technical  staff  to  conduct  the 
analysis  necessary  to  specify  the  re-refined  base  oil  content. 


Question.  Since  the  government  is  committed  to  switching  to  re-refined  oil,  it  would  seem  a 
logical  corollary  that  the  government  would  begin  to  sjjecify  that  new  vehicles  purchased  or 
leased  should  not  exclude  the  use  of  re-refmed  oil  from  their  warranties,  provided  that  the  re- 
refined  oil  meets  the  relevant  performance  tests.  Otherwise,  some  vehicle  manufacturers  may 
seek  to  maintain  their  own  share  of  the  lube  oil  market  by  needlessly  restricting  the  use  of  re- 
refined  oil  in  their  vehicles.  Will  the  agency  take  this  step? 

Answer.  The  Automotive  Commodity  Center  will  amend  the  applicable  Federal  Standards  in 
the  next  revision  process  to  include  reference  to  the  use  of  re-refined  oil  in  the  same  way  as 
provision  already  exists  for  the  use  of  recovered  materials. 

Motor  vehicle  manufacturers  specify  the  quality  of  motor  oil  for  warranty  protection  through  the 
use  of  performance  specifications  versus  design  specifications;  therefore,  re-refined  oil  is  not 
excluded  as  long  as  it  meets  the  performance  specifications. 


Question.  The  agency  can  make  a  greater  contribution  to  the  environment  by  participating  more 
fully  in  recycling.  To  do  this,  the  agency  should  not  only  purchase  re-refined  oil,  but  sjjecify  that 
generated  waste  oil  should  go  to  a  destination  that  can  re-refine  it.  Will  the  agency  be  working 
on  any  programs  to  promote  this  type  of  closed-loop  recycling,  perhaps  by  bundling  the  contracts 
for  purchase  of  new  oil  with  the  contracts  for  disposal  of  waste  oil? 

Answer.  To  our  knowledge,  there  are  many  uses  for  used  oil-including  as  heating  oil,  and 
components  of  the  asphalt  and  other  industries.  We  believe  that  as  long  as  the  demand  for  used 
oil  exceeds  the  supply,  then  any  end  use  which  is  consistent  with  environmentally  sound  disposal 
practices  is  acceptable.  It  is  our  belief  that  GSA  is  not  the  best  source  to  establish  industries  in 
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Use  of  Recycled  Oil  (cont.) 

support  of  Government  programs.  Our  mission  is  to  provide  a  working  fleet  to  our  customers  by 
the  most  economical  and  efficient  means  possible,  and  to  support  legislated  programs  like  this 
when  either  funded  externally  or  economically  possible  internally. 

As  explained  in  our  answer  to  Question  6,  the  use  of  re-refined  oil  poses  a  problem  for  our 
operation,  as  it  does  not  meet  the  applicable  performance  standards.  Once  re-refined  oil  meets 
required  specifications,  can  be  used  without  voiding  the  manufacturers'  warranties,  and  is 
available  commercially  at  a  competitive  price,  it  will  be  purchased  and  used  by  our  operation. 
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OPERATING  ACCOUNT 

Question.  In  GSA's  budget  justification,  it  indicates  the  Federal  Supply  Service,  the  Information 
Resources  Management  Service  and  the  Federal  Property  Resources  Service  and  certain  General 
Management  and  Administration  functions  will  be  merged  into  the  "Operating  Account".  I 
would  appreciate  you  providing  the  Committee  with  a  summary  of  what  impact,  if  any,  this 
merger  will  have  upon  the  level  of  employment  of  each  of  these  activities,  and  any  change  in 
organizational  structure. 

Answer.  GSA  proposes  to  consolidate  the  four  individual  salaries  and  expenses  and  operating 
expense  appropriations  accounts  into  a  single  appropriation  for  the  agency.  The  goal  of  this 
consolidation  is  to  reduce  and  simplify  account  structures  and  streamline  our  internal 
administrative  processes,  in  keeping  with  the  goals  of  the  National  Performance  Review  (NPR). 
There  will  be  no  actual  changes  in  organization  structure  or  levels  of  employment  for  these 
activities  because  of  the  consolidation. 

PERSONAL  PROPERTY  SCREENING 

Question.  Another  proposal  in  your  budget  justification  which,  according  to  the  book,  has 
already  been  implemented  is  the  automation  of  personal  property  screening.  Did  this  require 
procurement  of  additional  computer  equipment  and  what  was  the  cost  of  this  procurement?  Can 
you  demonstrate  dollar  saving  associated  with  this  move? 

Answer.  The  computer  equipment  for  the  Multi-User  File  For  Interagency  News  (MUFFIN), 
which  includes  a  personal  property  bulletin  board,  was  already  available  to  the  Federal  Supply 
Service.  Therefore,  no  additional  fiinds  were  expended  on  a  hardware  procurement.  E)esign  and 
programming  of  the  software  was  developed  in-house  by  on-board  resources. 

The  benefits  of  this  electronic  bulletin  board  are  very  hard  to  measure  in  dollars  and  cents.  The 
reason  it  was  initially  developed  was  customer  focused.  It  is  an  example  of  what  we  are  doing  to 
make  it  easier  for  our  customer  to  do  business  with  us. 

TENDER  SYSTEM 

Question.  You  also  propose,  according  to  the  justification,  to  "Increase  choices  for  Federal 
travelers,  and  to  pilot  test  a  tender  system  for  airfare  rates."  Have  you  published  notice  of 
proposed  rulemaking  changes  in  the  Federal  Register  for  public  comment? 

Answer.  All  civilian  agency  employees,  and  Department  of  Defense  (DoD)  employees  when 
traveling  within  the  continental  United  States,  arc  required  to  use  the  contract  carrier.  Such  use 
is  mandated  by  the  contract,  by  the  Federal  Travel  Regulation,  and  by  DoD  traffic  management 
regulations.  The  contract  and  the  travel  regulations  specify  exceptions  to  the  mandatory  use 
requirement.  The  tender  system  would  consist  of  noncontractual  arrangements  wtiich  would  be 
nonmandatory. 
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ATA  AND  AIRLINES 

Question.  What  is  a  tender  system  and  exactly  how  would  the  proposed  tender  system  for 
airfare  rates  work? 

Answer.  The  term  "tender  system"  is  borrowed  from  the  trucking  industry  and  is  used  loosely 
with  respect  to  air  fares  to  refer  to  noncontractual  arrangements  whereby  airlines  would  submit 
discount  percentages  to  be  applied  to  published  coach  rates.  The  discount  percentages  would  be 
valid  for  a  stated  period  of  time. 


Question.  Your  budget  indicates  that  this  is  a  new  direction  you  are  pursuing  as  a  result  of  the 
National  Performance  Review  findings.  The  NPR  soundly  criticizes  the  government  contract 
fare  program.  How  will  your  "tender  system"  differ  from  that  program  and  respond  to  the  NPR 
criticisms? 

Answer.  The  methodology  for  evaluating  carrier  offers  for  1 994  contracts  emphasized  quality  of 
service  over  price.  Award  was  made  to  other  than  the  low-priced  carrier  when  that  carrier's 
service  outweighed  the  price  differential  from  the  lower-priced  offerors.  The  evaluation  criteria 
reflected  a  preference  for  nonstop  service,  the  availability  of  flights  throughout  the  day,  less 
circuitous  flights,  and  flights  with  shorter  elapsed  trip  times. 

Over  3,700  city-pair  contracts  were  awarded  for  1994  at  prices  averaging  over  50  percent  less 
than  imrestricted  coach  fares.  Contracts  are  awarded  using  consistent  decision  rules,  but  it  is 
impossible  to  satisfy  every  user  with  every  award.  The  price/quality  tradeoff  varies  from  traveler 
to  traveler  and  from  agency  to  agency  depending  upon  budget  constraints  and  mission 
requirements. 

The  tender  system  would  allow  any  airline  providing  service  in  a  market  where  GSA  has  not 
awarded  a  contract  to  submit  a  rate  for  official  Government  travel.  Federal  travelers  could 
choose  among  airlines  based  on  the  price  and  service  which  best  met  their  particular 
requirements,  subject  to  any  further  guidance  from  their  agencies. 


Question.  How  would  the  proposed  tender  system  differ  from  the  present  confract  fare  system? 

Answer.  All  civilian  agency  employees,  and  Department  of  Defense  (DoD)  employees  when 
traveling  within  the  continental  United  States,  are  required  to  use  the  contract  carrier.  Such  use 
is  mandated  by  the  contract,  by  the  Federal  Travel  Regulation,  and  by  DoD  traffic  management 
regulations.  The  contract  and  the  travel  regulations  specify  exceptions  to  the  mandatory  use 
requirement. 

The  tender  system  would  consist  of  noncontractual  arrangements  which  would  be  nonmandatory. 
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Question.  What  problems  in  the  present  contract  fare  system  is  the  proposed  tender  system 
designed  to  correct,  and  how  have  these  problems  been  documented? 

Answer.  The  contract  fare  system,  while  resulting  in  substantial  overall  cost  savings  to  the 
Government,  constrains  the  choices  of  individual  travelers  and  agencies  (notwithstanding  GS A's 
program  goal  to  have  the  traveler  want  to  use  a  quality  service).  The  negotiated  procurement 
process  requires  the  systematic  application  of  consistent  evaluation  criteria.  There  is  no  set  of 
evaluation  criteria  which  can  satisfy  conflicting  user  requirements  for  low-price,  high-quality 
service. 

Comments  from  Federal  agencies  regarding  particular  contract  awards,  meetings  of  task  forces 
convened  to  review  the  evaluation  criteria  for  air/rail  city-pair  awards,  and  the  deliberations  of 
Source  Selection  Boards  document  these  conflicting  requirements.  An  award  in  a  given  city  pair 
based  on  low  price  may  satisfy  users  whose  primary  consideration  is  price  while  failing  to  meet 
the  requirements  of  users  whose  primary  consideration  is  quality  of  service. 

The  tender  system  would  afford  Federal  travelers  and  agencies  the  opportunity  to  choose  among 
various  price  and  service  options  within  a  market  while  providing  the  potential  for  increased 
price  competition  and  reduced  fares  for  Federal  travelers.  On  the  other  hand,  overall  cost  to  the 
Government  may  increase  because  we  are  no  longer  concentrating  the  Government's  buying 
power  in  each  market. 


Question.  Do  you  have  or  need  statutory  authority  for  developing  and  testing  the  proposed 
tender  system? 

Answer.  We  currently  are  determining  whether  GSA  has  the  statutory  authority  to  develop  and 
test  the  proposed  system. 


Question.  Will  GSA  issue  implementing  regulations  for  the  test  and,  if  so,  will  it  be  done 
through  notice  and  comment  rulemaking?  When? 

Answer.  GSA  plans  to  actively  solicit  comments  from  the  airline  industry  and  Federal  agencies 
prior  to  implementing  the  test,  beginning  with  a  preproposal  conference  for  fiscal  year  1995  city- 
pair  contracts  to  be  held  in  either  March  or  April.  Appropriate  changes  to  the  Federal  Travel 
Regulation  providing  for  use  of  the  tender  system  will  be  published  in  the  Federal  Register. 
There  will  be  no  formal  rulemaking  proceeding  per  se. 


Question.  What  is  the  economic  basis  for  the  tender  system  and  how  was  it  (will  it  be) 
developed? 
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ATA  AND  Airlines  (cont.) 

Answer.  The  system  potentially  could  increase  competition  and  reduce  airline  fares  by  allowing 
airlines  to  compete  to  offer  the  best  discount  percentage.  The  system  would  give  agencies 
greater  flexibility  in  managing  their  travel  requirements,  thereby  promoting  more  efficient  use  of 
agency  resources 


Question.  When  will  the  test  begin?  When  will  the  test  end?  How  many  airlines  will  be 
involved?  How  many  markets  will  be  involved? 

Answer.  The  test  will  run  through  the  fiscal  year  1995  air/rail  contract  period.  The  numbers  of 
markets  and  airlines  to  be  involved  have  not  been  determined. 


Question.  How  will  the  test  be  evaluated?  By  what  objective  criteria  or  standards  will  the  test 
be  measured? 

Answer.  The  objective  criteria  for  evaluating  the  test  have  not  been  defined  at  this  time. 


Question.  What  does  GSA  expect  to  learn  from  the  test? 

Answer.  GSA  expects  to  gain  experience  with  the  logistics  of  establishing  noncontractual 
arrangements  for  air/rail  passenger  service  and  to  learn  whether  workable  agreements  can  be 
devised  which  result  in  an  overall  improvement  in  customer  satisfaction  with  the  price  and 
quality  of  air/rail  services  for  Federal  passenger  travel. 


Question.  What  will  be  the  personnel  and  benefit  costs  of  the  tender  system?  If  the  tender 
system  is  expanded  and  made  permanent,  what  are  the  anticipated  expenses  and  what  are  the 
anticipated  savings? 

Answer.  GSA  will  conduct  the  test  of  the  "tender  system"  within  the  constraints  of  existing 
resources.  The  anticipated  expenses/savings  fi-om  expanding  the  system  and  making  it 
permanent  will  be  projected  based  on  the  results  of  the  test. 
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PREPAYMENT  AUDITS 

Question.  We  understand  GSA  is  about  to  propose  legislation  establishing  prepayment  audits. 
This  could  be  very  expensive.  The  following  questions  seek  to  elicit  more  information  and 
direction.  Is  GSA  considering  imposing  a  prepayment  audit  requirement  before  paying 
government  transportation  costs?  Why?  Is  the  perceived  problem  with  fraud  abuse  by 
government  employees? 

Answer.    Since  the  1940's  Federal  agencies  have  been  required  to  pay  transportation  bills  on 
presentation  and  prior  to  audit.  This  policy  has  resulted  in  agencies  overpaying  carriers  and  GSA 
having  to  collect  millions  of  dollars  in  excess  charges  each  year.  For  example,  during  fiscal  year 
1993,  of  the  more  than  8  million  domestic  transportation  bills  postpayment  audited  by  GSA  and 
its  contTJict  auditors,  83,719  invoices  were  found  to  contain  about  $19  million  in  overcharges. 

To  prevent  the  money  associated  with  excess  charges  from  leaving  Government  control. 
Congress  enacted  legislation  (P.L.  99-627,  dated  November  7,  1986)  which  allows  bills  to  be 
prepayment  audited,  changing  the  Government's  long-standing  practice  of  paying  bills  on 
presentation  and  auditing  them  there£ifler.  This  legislation  also  authorized  GSA  to  delegate 
prepayment  audit  authority  to  other  agencies  if  the  delegation  is  cost  effective  or  otherwise  in  the 
public  interest. 

Since  enactment  of  P.L.  99-627,  GSA  has  been  aggressively  marketing  this  program  to  other 
agencies.  Presently,  the  Departments  of  Defense,  Interior,  Justice,  Transportation,  U.S.  Postal 
Service,  Nuclear  Regulatory  Commission,  and  GSA  are  prepayment  auditing  a  portion  of  their 
transportation  bills.  During  FY  1993,  1 .9  million  or  about  25  percent  of  the  Government's 
transportation  bills  were  prepayment  audited  by  GSA  contractors  who  identified  $9.2  million  in 
overcharges. 

While  GSA  is  continuing  to  market  the  program  to  other  agencies  to  increase  the  government's 
percentage  of  prepayment  audits,  some  activities  remain  reticent  to  participate.  It  is  in  this  light 
that  GSA  has  proposed  legislation  which  will  require  executive  agencies  to  verify  transportation 
charges,  through  prepayment  audits  or  other  means,  prior  to  payment. 

The  Prepayment  Audit  Program  does  not  monitor  Government  employees.  It  enables  agencies  to 
detect  and  deduct  carrier  excess  charges  prior  to  payment  so  that  they  may  retain  the  dollars 
saved  for  their  appropriate  uses. 


Question.  GSA  recently  lost,  at  each  court  level  to  review  the  practice,  litigation  about  whether 
GSA  could  make  airlines,  rather  than  government  employees,  responsible  for  seeking  low  fares. 
Is  this  initiative  another  attempt  to  push  the  government's  costs  and  oversight/supervisory 
responsibilities  off  on  private  industry?  The  last  program  found  GSA's  practices  had  improperly 
withheld  cuid  had  to  refund  over  $80  million  to  jur  carriers. 
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Prepayment  Audits  (cont.) 

Answer.  The  issues  in  the  Alaska  Airlines,  et  al..  v.  lMted.court  case  involved  (1)  whether  the 
Government  is  entitled  to  the  lowest  fare  when  the  Government  traveler  meets  all  conditions,  and 
(2)  whether  the  carrier  or  the  Government  has  the  burden  of  demonstrating  whether  the  lowest 
cost  seat  was  or  was  not  available.  In  brief,  GSA's  position  asserted  that  when  an  airline  was 
offering  the  same  seat  on  the  same  flight  at  two  different  coach  fares,  with  no  restrictions  other 
than  seat  availability  at  time  of  ticket  purchase  for  entitlement  to  the  lower  fare,  the  airline  had  a 
common  law  duty  to  charge  the  lower  fare,  unless  it  could  affumatively  state  that  seats  were  not 
available. 

GSA  believed  that  its  position  before  the  courts  was  consistent  with  legal  precedent  established 
by  the  U.S.  Supreme  Court  in  United  States  v.  New  York.  New  Haven  &  Hartford  R.R.  Co.  355 
U.S.  253  (1957),  which  found  it  the  duty  of  the  carrier  to  prove  the  correctness  of  its  charges, 
particularly  when  fairness  required  that  the  burden  be  borne  by  the  party  possessing  knowledge 
of  specific  facts.  In  this  regard,  GSA  believed  that  only  the  carriers  possessed  seat  availability 
knowledge;  and  consequently,  only  they  possessed  the  determining  facts.  This  was  not  an 
attempt  "to  push  the  Government's  costs  and  oversight/supervisory  responsibilities  off  on  private 
industry." 

However,  the  District  Court  ruled  in  favor  of  the  airlines  and  found  that  the  Government  bears 
the  burden  of  proving  seat  availability  as  a  prerequisite  to  demanding  a  seat  dependent  lower 
fare.  The  Court  of  Appeals  for  the  Federal  Circuit  upheld  the  District  Court's  ruling  on  this  issue. 


Question.  Will  this  make  transportation  companies  more  or  less  interested  in  serving 
govenunent  employees 

Answer.  GSA  has  been  contracting  with  commercial  firms  for  prepayment  audit  services  since 
1989.  We  have  not  received  any  indication  that  these  audits  change  any  transportation 
company's  willingness  to  do  business  with  the  Government. 

Question.  Do  you  continue  to  support  and  expand  the  government's  widespread  use  of  credit 
cards  (first  Diners,  now  AMEX)? 

Answer.  Yes.  Through  the  efforts  of  both  our  program  and  contract  staff,  as  well  as  AMEX 
representatives,  efforts  are  on-going  to  educate  Government  agencies  on  the  benefits  of 
participating  in  this  program.  Financial  management  incentives  and  streamlining  of  Government 
travel  procedures  are  just  two  of  many  reasons  the  Government  supports  this  program. 


Question.  How  can  a  prepayment  audit  be  required  with  that  program  where  the  credit  card 
guarantees  the  payment?  Prepayment  audits  will  force  carriers  to  extend  credit  to  the 
government.  On  what  basis  can  you  require  that? 


315 


QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  CONGRESSMAN  LIGHTFOOT 

Prepayment  Audits  (cofO".) 


Answer.  Unfortunately,  prepayment  audits  may  not  be  appropriate  in  every  instance,  and  if 
GSA's  legislation  is  enacted,  certain  exceptions  will  have  to  be  provided  in  implementing  Federal 
regulations.    At  this  time,  prepayment  audits  are  impractical  on  air  passenger  tickets  purchased 
with  Government  credit  cards  because  the  carrier  has  received  payment  from  the  card  issuer 
before  transaction  information  suitable  for  audit  is  available. 

The  current  contract  with  AMEX  does  not  provide  for  any  mechanism  to  delay  payment  to  the 
carriers  while  an  audit  is  conducted.  When  a  ticket  for  travel  is  charged  either  to  an  individually 
billed  account  or  to  a  centrally  billed  account,  the  carrier  submits  the  charge  to  AMEX  for 
payment.  Timeframes  for  payment  to  the  carrier  by  AMEX  are  based  on  AMEX'  agreement  with 
the  carrier  and  are  generally  within  48  hours.  AMEX  subsequently  invoices  either  the  traveler  or 
the  Government  for  the  amount  of  the  ticket. 

Indebtedness  for  charges  under  the  contract  is  to  AMEX  and  not  the  carrier.  To  withhold 
payment  until  an  audit  of  the  ticket  is  conducted  would  not  delay  payment  to  the  carrier  but 
rather  to  AMEX.  The  Prompt  Pay  Act  as  well  as  contract  terms  define  when  payment  will  be 
made  to  AMEX  for  charges  under  the  contract.  Delaying  payment  to  AMEX  would  be  a 
violation  of  those  terms  and  could  also  result  in  the  Government  incurring  prompt  payment 
interest  penalties  for  centrally  billed  account  charges.  To  delay  payment  on  charges  to 
individually  billed  accounts  would  require  the  establishment  of  a  mechanism  to  notify  employees 
of  the  requirement  to  withhold  payment  and  notification  as  to  when  payment  was  authorized  and 
in  what  amount. 


Question.  Do  you  think  this  program  will  make  transportation  companies  more  or  less  interested 
in  serving  government  employees? 

Answer.  See  response  to  Question  3  above. 

GSA  TRANSmON  ACCOUNT 

Question.  Would  you  provide  for  the  Record  an  update  of  the  status  of  repayments  to  the  GSA 
Transition  account  of  those  duplicate  payments  received  by  White  House  staff.  At  last  check, 
some  of  these  repayments  were  still  outstanding. 

Answer.  As  of  March  14,  1994,  23  individuals  have  repaid  the  overpayment  in  full,  1  person  is 
making  payments  with  the  last  one  due  the  end  of  March  and  I  person  has  indicated  payment  by 
the  end  of  March.  The  remaining  balance  due  to  the  GSA  Transition  account  for  these  two 
people  is  $504.39 
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BACKGROU7VD 

The  General  Services  Administration  (GSA) 
was  established  by  section  101  of  the  Federal 
Property  and  Administrative  Services  Act  of 
1949.  It  is  organized  into  4  Services  respon- 
sble  for  separate  Agency  missions,  and  into  a 
number  of  Staff  OfBces  that  perfonn  overall 
program  management,  administration,  and 
certain  Govcaiiment-wide  regulatory  and 
support  fiinctions.  Operations  are  conducted 
through  1 1  geographic  regions. 

This  summary  pertains  to  GSA  activities  and 
programs  financed  under  the  Treasury,  Postal 
Service,  and  General  Govcnunent  Appropria- 
tions Act.  This  excludes  one  GSA  component, 
the  Consumer  Information  Center,  which  is 
funded  under  the  Department  of  Veterans 
Af&irs  and  HUD/Independent  Agencies 
Appropriations  Act. 

1995  PROGRAM  PERSPECTIVE 

Using  obligations  as  an  indicator,  GSA's  fiscal 
year  1995  budget  program  will  total  almost 
SI 2.4  billion  to  provide  space,  goods,  and 
services  to  the  Agency's  Federal  customers. 
This  figure  actually  'double  counts'  several 
hundred  million  dollars  that  GSA  accounts  pay 
to  each  other,  but  it  offo^  a  perspective  on  the 
volume  of  GSA  transactions.  Programs  are 
financed  by  income  6x>m  customers,  receipts 
and  revenues  available  under  permanent 
authority,  and  new  appropriations  enacted  by 
the  Congress.  As  shown  in  the  graph  in  the 
next  cohimn: 

Appropriations:  Operating  appropriations  of 
$189.3  million  represent  only  1.5  percent  of 
the  total  program.  Of  this,  $19.5  million  will 
become  available  under  permanent  authorities. 


and  Congress  is  requested  to  enact  $169.8 
million  in  new  discretionary  appropriations. 


Total  FY  1995  ObKsations 

$(Mllom) 


TOTAL:  l12,^n.7N 


Direct  Federal  Buildings  Fund:  Obligations 
of  $5.9  billion,  or  about  47  percent  of  the  total 
program,  support  the  fiill  range  of  real 
property  fimctions.  Fund  income  is  basically 
fix>m  rent  payments  fi^om  agencies  for  occupied 
space  under  GSA  control.  Congressional 
action  is  required  to  annually  enact  new 
obligational  authority  (NOA)  to  permit  use  of 
the  Fund's  revenues    Amounts  shown  are  fi'om 
NOA  and  available  balances  of  prior  authority. 

Capital  expropriations:  Beginning  in 
FY  1995,  GSA  is  requesting  direct 
appropriations  for  the  construction  and 
acquisition  of  new  &cilities,  rather  than 
financing  these  costs  from  rent  revenues  (rent 
rates  have  been  adjusted  accordingly)    A  total 
appropriation  of  $1,478.7  million  is  being 
requested,  of  which  the  $1 .3  billion  shown 
would  be  obligated  in  FY  1995. 

Customer  financing:  Almost  41  percent  of  the 
FY  1995  budget  program  will  be  financed  by 
customers  through  direct  reimbursement  for 
services  or  through  purchase  of  goods  and 
services  under  GSA's  revolving  fimds. 


Summary  I 
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SUMMARY  OF  THE  REQUEST 

The  tabic  below  summarizes  GS A's  FY  1 995 
budget  request  Proposed  new  discretionary 
appropriations  are  $1,648,514,000,  of  which 
$169,824,000  is  for  ongoing  operating 


appropriations,  and  $1,478,690,000  for  capital 
appropriations  for  the  construction  and 
acquisitionof  real  property  facilities    An 
additional  $19,517,000  in  budget  authority  will 
be  realized  under  permanent  authorities 
(scored  as  mandatory  spending) 


APPROPRIATIONS  SUMMARY  AND  COMPARISON 

S(ThouuiHds) 


FY1W3 
Enacted 

FY  1994 
Enacted 

FY  1995 
Request 

FY  95/94 
Chance 

Operating  Expenses,  GSA 
Office  of  Inspector  General 
Allowances  and  Office  Staff  for 
Former  Presidents 
Expenses,  Presidential  Transition 

Subtotal,  Operating  Appropriations 

150.496 

34,748 

2,386 
5,000 

136,286 
34.925 

2.833 

133.825 
33.259 

2.740 

-2,461 
-  1,666 

-93 

192,630 

174.044 

169.824 

-4,220 

Construction  and  Acquisitioa 

Federal  Buildings  Fui>d; 

Capital  Appropriations 

New  Oblig.  Authority  (non-add) 

SUBTOTAL,  NEW  APPNS 

324,601 
[4.877,5101 

288,486 
[5.283.2501 

1,478,690 
[4,487,070] 

+  1,478,690 

-  288,486 
[-796,180] 

517431 

462^30 

1,64S4U 

+  1,185,984 

Permancrt  Budget  Authority: 
Expenses,  Disposal 
Transportation  Audit  CootracU 

2.379 
10,061 

2.617 
17.861 

2.617 
16,900 

-961 

lOTAL  APPROPRIATIONS 

EMPLOYMENT  (Flli) 
(FY  1993  Actual  Kit) 

S  529^(71 

20,639 
(20,228) 

S4S3,00S 

20.104 

S  1.66S,031 

19,667 

$+1,185,023 

-437 

NOIB:  All  <tatt  exdode  Ike 


latonatdoa  Ceater,  fimaoed  nnder  the  VA/HUD  AyfUfiMioBi  AcL 
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fflGHLIGHTS  OF  THE  REQUEST 

While  detailed  justifications  for  each  of  GSA's 
accounts  are  in  the  following  pages,  this 
section  offers  a  digest  of  major  changes  and 
highlights. 

In  total,  requested  FY  1995  discretionary 
appropriations  are  almost  $1.2  billion  above 
levels  enarted  for  FY  1994.  This,  however,  is 
entirely  related  to  a  $1.5  billion  new 
appropriation  being  requested  for  the 
construction  and  acquisition  of  &cilities. 

New  Construction  Appropriation,  The 
requested  $1,478.7  million  appropriation 
would  provide  for  the  costs  of  new 
construction  of  Federal  facilities  (about  $480 
million),  as  well  as  the  acquisition  of  housing 
for  agency  tenants  with  expiring  leases  when 
conversion  to  Federal  ownership  is  in  the  best 
interests  of  the  Government  ($999  million) 
Since  these  capital  acquisition  costs  would  no 
longer  be  financed  fi'om  resources  available  in 
the  Federal  Buildings  Fund  (FBF),  the  budget 
proposal  also  assumes  lowering  rent  rates  for 
our  Federal  customers. 

Operating  Appropriations.  Ongoing  operating 
appropriations  decline  by  $4.2  million,  roughly 
2.4  percent,  compared  to  FY  1994  enacted 
amounts.  This  change  reflects  decreased 
employment  and  reductions  in  almost  all 
administrative  cost  areas.  The  fijrther 
pressures  of  accommodating  anticipated  pay 
increases  will  challenge  GSA  components  to 
develop  innovations  and  improvements  in  the 
ways  that  their  missions  are  accomplished. 


Employment  The  budget  proposes  the  full- 
time  equivalent  (FTE)  of  19,667  positions  for 
FY  1995.  Consistent  with  the  Administration's 
goal  of  reducing  overall  Federal  employment, 
this  is  437  FTE  below  FY  1994  approved 
levels,  and  a  cumulative  972  FTE,  over  4.7 
percent,  below  levels  originally  authorized  for 
FY  1993. 

Account  Consolidation  The  budget  proposes 
consolidating  in  FY  1995  four  of  GSA's 
operating  appropriations  into  a  single 
"Operating  Expenses,  GSA"  appropriation. 
The  new  account  would  support  appropriated 
functions  of  the  Federal  Supply  Service, 
Information  Resources  Management  Service, 
Federal  Property  Resources  Service,  and 
certain  general  management  and  administration 
functions.  Consistent  with  National 
Performance  Review  themes,  this  is  intended 
to  provide  added  flexibility  in  managing  these 
activities  in  a  climate  of  diminishing  resources 
and  new  challenges. 

Although  not  technically  a  consolidation,  the 
budget  also  proposes  incorporating  general 
management  and  administration  centralized 
internal  and  external  reimbursable  administra- 
tive support  functions  under  the  Working 
Capital  Fund.  They  were  previously 
reimbursable  activities  under  the  General 
Management  and  Administration  account.  The 
proposal  will  provide  GSA  with  greater  ability 
to  respond  to  customer  needs. 


Summary  3 
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GSA  GENERAL  PROVISIONS 

Certain  GSA  general  provisions  contained  in  the  FY  1994  Appropriations  Act  are  proposed 
for  deletion  in  FY  1995.  The  reasons  are  noted  in  the  table  below  (section  numbers  are  from  the 
FY  1994  Act) 


GSA  General  Provisions  Proposed  for  Deletion 


Sec.  S Pennined  GSA  to  transfer  and  use  for  specified  purposes  unobligated  balances  under  operating 

expenses  and  salary  and  expenses  appropnaUons.  the  authority  is  permanent,  and  does  not  need  to 
be  repeated. 


Sec.  6 Limited  certain  entitlements  for  Former  Presidents  to  five  years,  the  limitation  is  incorporated  mto 

permanent  law,  and  does  not  need  to  be  repealed. 


Sec.  7 Authorized  the  Administrator  of  General  Services  to  retain  fiom  theproceedsof  sales  of  personal 

propert>  amounts  needed  to  finance  under  the  General  Supply  Fund  the  direct  and  indirect  costs  of 
conducting  such  sales,  the  authont>'  is  permanent,  and  does  tiot  need  to  be  repeated 


Sec  8 Authorized  the  Administrator  of  General  Ser\ioes  to  acquire  certain  land  m  the  City  of  Tucson. 

AZ.  this  one-time  authonzation  need  not  be  repeated 


Sec.  9 Limited  the  use  of  fiinds  for  the  sale,  excessing,  surplusing.  or  disposal  of  lands  m  the  \ncinity  of 

Norfolk  Lake.  AR;  the  provision  impedes  GSA  fi^m  carrying  out  its  real  property  disposal 
responsibiliues  under  the  Federal  Property  and  Adimmstratjve  Semccs  Aa. 


Sec.  10 Limited  the  use  of  funds  for  the  sale,  txcessing.  surplusing.  or  disposal  of  lands  in  the  vicinity  of 

Bull  Shoals  Lake.  AR,  ibe  prmision  impedes  GSA  from  carrying  out  its  real  property  disposal 
responsibilities  under  the  Federal  Property  and  Administratrve  Services  Act. 


GSA  ORGANIZATION  AND  ACCOUNT  STRUCTURE 

As  background,  the  following  shows  the  organizational  components  responsible  for  accomplishing 
GSA's  varied  missions,  and  the  methods  by  which  their  programs  are  financed 


COMPONENT  MISSION  AND  ACCOUNT  STRUCTURE 


PUBLIC  BUILDINGS         Provides  construction,  acquisition  by  purchase,  and  repairs/alterations  of  public  buildings. 

SERVICE  (PBS)  related  design  and  construction  services,  leasmg  of  space,  opeiauon  and  mainteatiicc  of 

facilities,  and  overall  management  of  the  real  property  program    Operations  are 
conducted  on  a  landlord-tenant  relationship.  In  the  past,  all  activities  were  supported 
from  the  Federal  Buildings  Fund  (FBF).  a  revolving  fund  basically  financed  b>  rev'enues 
from  rent  payments  from  agencies  that  occup>'  GSA  controlled  space    Congress  annually 
enacts  new  obligauonal  authorit>'  (limitations  on  the  use  of  re\-enues)    The  FY  1995 
budget  proposes  that  construction  and  acquisition  of  facilities  be  funded  b>  direct 
appropnauon.  with  repairs  and  alicratioa^  and  operating  programs  financed  under  the 

FBF    Customers  also  provide  direct  reimbursement  for  services  above  standard  lc\-els 
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GSA  ORGANIZATION  AND  ACCOUNT  STRUCTURE  (Continued) 


COMPONENT 


MISSION  AND  ACCOUNT  STRUCTUKE 


FEDERAL  SUPPLY           Provides  for  the  pnx^urement,  managemeiU,  and  woridwide  distribution  of  supplies  and 
SERVICE  (FSS)                 personal  property,  the  direction  and  coordination  of  Govenunent-wide  transportation  and 
travel  managetnent  programs,  and  related  services.  Property  management,  schedules 
contrarting,  and  policy  functions  ate  funded  by  the  direct  appropriation.  Operating 
Expenses,  GSA  (proposed  in  FY  1995);  some  services  are  also  provided  on  a  direct 
reimburable  basis.  Operations  of  the  supply  distribution  and  interagency  motor  vehicle 
fleet  management  system,  and  the  personal  property  disposal  program  are  fin)inr«yi  under 
the  General  Supply  Fund,  a  revolving  fiind.  The  auditing  of  transportation  billings  and 
related  expenses  are  finanerd  from  overcharges  collected  fiom  vendors  under  a  permanent 
appropriation. 


INFORMATION  Coordinates  and  directs  comprehensive  Govemmem-wide  programs  for  the  management, 

RESOURCES  procurement,  and  utilization  of  ADP,  telecommunications,  and  other  information 

MANAGEMENT  technology  equipment  aivl  services.  The  Operating  Bxpetises,  GSA  appropriation 

SERVICE  (IRMS)  (proposed)  finanors  overall  program  management,  direction,  and  oversight  of 

Govemmenl-wide  programs,  and  administrative  cxfKDSes.  Teleconununications  and 
automatic  data  processing  operabons  are  financed  under  the  Information  Technology 
Fund,  a  revolving  fund.  Selected  ADP  and  other  information  technology  services  are  also 
provided  on  a  direct  reimbursable  basis. 


OFFICE  OF  FTS2000 


Established  in  October,  1991  with  an  Associate  Administrator  icpoiling  directly  to  the 
Administrator,  the  Office  is  responsible  for  all  matters  pertaining  to  the  FTS2000 
program.  It  provides  policy  development  and  implementation,  program  execution, 
operatioos,  and  oversight  of  the  Federal  Government's  long  distaiKy  telecommunications 
piugiaiiL  It  is  a  single  point  of  contact  for  the  public  and  private  sectors  on  all  FTS2000 
activities;  chairs  the  FTS2000  InterageiKy  Management  Council  overseeing  program 
coodDCt  and  related  procurements;  and  approves  all  FTS2000  policy  or  regulatory 
proposals.  The  program  is  fimmced  under  the  Information  Technology  Fund. 


FEDERAL  PROPERTY 
RESOURCES  SERVICE 
(FPRS) 


Provides  for  the  effective  utilization  and  disposal  of  excess  and  surplus  real  property. 
Basic  operating  and  administrative  costs  are  funded  by  the  Operating  Expenses,  GSA 
appropriation  (proposed).  Certain  contract  costs  associated  with  real  property  sales,  such 
as  appniaa,  auctJooecr,  and  broker  fees,  are  finanrrd  bom  sales  proceeds  under 
p'-'T"*"''"'  authority.  A  real  property  relocation  appropriation  has  also  provided  for 
rdocating  agencies  from  undenitiliztd  sites  to  permit  sale  of  the  valuable  properties. 


STAFF  OFFICES  TheOfficeof  the  Administrator  and  staff  offices  providing  overall  direction,  management, 

and  administration  of  GSA  programs  and  certain  Govemmem-wide  policy  and  regulatory 
fimctiaBS  are  supported  under  the  Operating  Expenses.  GSA  appropriation  (proposed). 
Ceotialized  support  services  provided  by  other  staff  offices  arc  provided  on  a  reimbursable 
basis  nnder  the  Woridng  Capital  Fund  (proposed).  The  Worldng  (Capital  Fund  also 
fin«nnt  bst-tumaTouiid  printing,  duplicating ,  and  distribution  services  for  GSA  and 
other  Federal  ctistomers.  TbeOfBoeof  Inspector  General  is  supported  by  a  separate  direct 
appropriation. 
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BACKGROUND 


The  Federal  Supply  Service  (FSS)  is 
chartered  with  the  responsibility  of  providing 
quality  goods  and  services  required  by 
Federal  departments  and  agencies  to  assure 
that  their  needs  are  effectively  and  efiBciently 
met,  at  the  least  possible  cost  to  the 
taxpayer  The  FSS  Mission  is  financed 
through  several  accounts  and  sources. 
Specifically: 

•  The  General  Supply  Fund  (GSF)  is  used 
to  recover  the  full  cost  of  all 
management,  operation,  and  overhead 
expenses  of  the  FSS  fleet  and  supply 
operations  activities  through  the  prices 
and  rates  charged  for  goods  and  services 
provided  to  other  agencies  Beginning  in 
fiscal  year  1994,  the  Personal  Property 
Sales  Program  which  was  previously 
funded  through  the  Operating  Expenses 
appropriation  was  transferred  to  the 
General  Supply  Fund 

•  Operating  Expenses,  GSA,  a  direct 
annual  appropriation,  provides  for 
property  maimgement,  transportation 
services,  schedules  contracting, 
regulatory,  and  policy  activities. 

•  The  Operating  Expenses,  GSA, 
reimbursable  account  provides  logistics 
services  to  other  Government  agencies 
via  reimbursable  supply  support 
agreements 


Transportation  Audit  Contracts  and 
Contract  Administration  activities  are 
financed  fi"om  overcharges  collected 
from  carriers  through  a  permanent, 
indefinite  appropriation.  Beginning  in 
fiscal  year  1994,  all  expenses  of  the 
Transportation  Audit  Program  are 
financed  fi^om  overcharges  collected. 


THE  FY  1995  BUDGET  IN  BRIEF 

In  general,  the  FY  1995  budget  provides  for 
a  system,  via  regulation  and  operating 
programs,  that  supports  Federal  agencies' 
requirements  for  supply  and  procurement 
services,  property  management,  travel  and 
transportation  services,  fleet  management, 
and  transportation  audit  services. 


NEW  DIRECTIONS 

In  accordance  with  the  National  Performance 
Review,  the  following  objectives  represent 
our  commitment  to  improve  the  way  we  do 
business: 

(1)  Eliminate  mandatory  sources  of 
supply  except  when  standardization 
required  for  legitimate  government 
needs. 

Status:  Federal  Property  Management 
Regulation  (FPMR)  change  underway  for 
stock  items  For  schedules  conversion, 
an  acquisition  letter  with  implementing 
procedures  and  appropriate  clauses  has 
been  drafted 
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(2)  Increase  use  of  automation  in  depots 
for  ordering  and  billing. 

Status:  Implementation  of  mandatory 
electronic  data  interchange  (EDI)  or  EDI 
to  fiicsimile  (FAX)  b^an  October  1, 
1993.  Over  1,200  vendors  have 
expressed  interest  in  EDI  to  FAX. 
Hardware  has  been  received  and  will  be 
installed  in  January  with  vendors 
receiving  EDI  to  FAX  orders  shortly 
thereafter. 

(3)  Revise  FPMR  to  reflect  permanent 
regulation  for  vehicle  replacement 
standards  of  three  yean  or  60,000 
mUes. 

Status:  FPMR  amendment  was  signed 
by  the  GSA  Administrator  on  November 
9,  1993,  and  submitted  to  0MB. 

(4)  Revise  FPMR  to  allow  agencies  to 
dispose  of  their  excess  personal 
property  and  allow  for  concurrent 
screening  by  federal  agencies  and  state 
and  local  governments,  maintaining 
first  priority  to  federal  agencies. 
Status:  FPMR  allowing  agencies  to 
conduct  their  own  sales  of  property  was 
drafted  with  a  release  of  final  FPMR  on 
target  for  April,  1994.  Existing  FPMR 
provides  for  concurrent  screening  of 
property.  Action  will  be  taken  to 
eliminate  confusion  in  this  area. 

(5)  Automate  the  personal  property 
screening. 

Status:  Completed  -  Maiiceting  to  a 
broader  base  of  users  is  being  actively 
pursued. 


(6)  Increase  choices  for  Federal  travelers. 
Status:  Completed  -  Criteria  have  been 
modified  for  awarding  contracts  to 
emphasize  service  over  price.  This 
modification  was  reflected  in  the  new 
contracts  effective  January,  1994. 

(7)  Pilot  test  a  tender  system  for  airfare 
rates. 

Status:  In  the  next  contract  cycle, 
beginning  in  October,  1994,  a  sample  of 
city  pair  markets  will  be  included  to  test 
a  tender  system. 

(8)  Provide  energy  efFiciency  information 
in  DLA  and  GSA  catalogs  and 
automated  systems. 

Status:  Special  publication  for  recycled 
products  to  be  published  by  end  of 
January  and  then  made  available  on 
MUFFIN,  FSS's  automated  information 
and  ordering  system. 

(9)  Accelerate  delegations  to  agencies, 
prior  to  passage  of  legislation  to 
eliminate  post-payment  audits,  to 
conduct  preaward  audits. 

Status:  Benefits  of  using  pre-payment 
audits  has  been  publicized  to  all  agencies. 
11  requests  for  delegations  have  been 
received  and  approved  with  a  two  week 
turn  around.  Legislation  was  distributed 
to  agencies  for  comments  and  the 
proposed  legislation  is  being  redrafted  as 
necessary  to  address  those  comments. 
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EXPENSES  OF  TRANSPORTATION  AUDIT  CONTRACTS  AND  CONTRACT 

ADMINISTRATION 
$(THOUSANDS) 


FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

FY  95/94 
Change 

Audit  Contracts 
Contract  Administration 

3,500 
6,102 

3,600 
14,261 

3,600 
13,300 

0 
-961 

Total 

9,602 

17.861 

16,900 

-961 

Net  Outlays 

9307 

17,861 

16,900 

-961 

Employment  (Ki  i;:) 

44 

122 

121 

-1 

EXPLANATION  OF  ESTIMATES 


Beginning  in  fiscal  year  1994, 
Transportation  Audits  is  fully  funded  fi^om 
the  overcharges  collected  fi-om  carriers 
Fiscal  year  1995  reflects  the  eflFects  of  a 
uniform  12  percent  employment  reduction  to 
be  achieved  over  the  period  fiscal  years  1994 
through  1999.  Payraises,  including  locality 
pay,  have  been  absorbed  within  the  account. 

PERFORMANCE  MEASURE 

Following  is  a  graph  which  displays  the 
identification  and  recovery  of  transportation 
overcharges  applicable  to  Government 
transportation  billing  documents 

Collections  have  declined  since  fiscal  year 
1990  due  to  suspension  of  airline  collections 
The  further  decline  beginning  in  fiscal  year 
1993  is  due  to  DOD  cutbacks  and  the 
expansion  of  the  prepayment  audit  program 
It  is  envisioned  that  more  agencies  will  be 
participating  in  the  prepayment  audit 


program  and,  thus,  greater  emphasis  is  being 
placed  upon  cost  avoidance  rather  than  cost 
recovery 
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GSA  is  preparing  legislation  to  eliminate 
postpayment  of  transportation  charges  By 
amending  the  Property  Act,  agencies  would 
be  required  to  perform  a  verification  of 
transportation  charges  prior  to  payment, 
similar  to  that  performed  for  all  other  goods 
and  services  procured  by  the  Government 
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EXPENSES  OF  TRANSPORTATION  AUDIT  CONTRACTS  AND  CONTRACT 

ADMINISTRATION 

Obligations  by  Object  Cl»ss 

S(Tboiuands) 

FY  1993 

FY  1994 

FY  1995 

Actual 

Current 

Request 

Personnel  Compensation: 

11.1 

Full-time  pennanent 

1,432 

5,186 

5,290 

11.3 

Other  than  pennanent 

22 

80 

82 

11.5 

Other  personnel  compensation 

38 

138 

141 

11.9 

Total  personnel  compensation 

1,492 

5,404 

5,513 

12.1 

Civilian  personnel  benefits 

282 

940 

959 

13.0 

Benefits  for  former  personnel 

3 

21.0 

Travel  and  transportation  of  persons 

8 

60 

60 

22.0 

Transportation  of  things 

3 

5 

5 

23.1 

Rental  payments  to  GSA 

884 

914 

23.3 

Communications,  utilities,  and  misc  charges 

85 

110 

110 

24.0 

Printing  and  reproduction 

6 

27 

27 

25.2 

Other  services 

4,857 

6,584 

5,849 

25.3 

Purchases  fi-om  Government  accounts 

2,637 

3,575 

3,176 

26.0 

Supplies  and  materials 

47 

262 

262 

31.0 

Equipment 

182 

10 

25 

Total  Obligations 

9,602 

17,861 

16.900 
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GENERAL  SUPPLY  FUND 
$(THOUSANDS) 


FY19B3 
Actual 

FY19B4 
Carranl 

FY  1995 
Raquatt 

FY  95194 
CbaBfi 

Ibcmm 
Ex^Mua 

2.907.637 
2,777,776 

2,776385 
2,652354 

2306,556 
2,698,556 

30,471 
45,602 

Ntt  Prefit  (Un) 

129,861 

123,131 

108,000 

•15,131 

Lms  RMarvt  U  RCP 

129361 

123,131 

108300 

■15,131 

PrafH  (lata) 

0 

0 

0 

0 

Nat  Ootlaya 

FTE 

3321 

3333 

3351 

■82 

EXPLANATION  OF  ESTIMATES 

Fiscal  year  1994  includes  the  Personal  Property 
Sales  Program  which  was  previously  funded  through 
direct  appropriations  The  income  increase  from 
1994  to  1995  is  attributed  to  a  projected  increase  in 
the  volume  of  business  within  the  Fleet  Management 
System  Fiscal  year  1995  reflects  the  efiFecu  of  a 
uniform  12  percent  employment  reduction  to  be 
achieved  over  the  fiscal  years  1994  through  1999 

PERFORMANCE  MEASURES 

The  following  performance  measures  developed  for 
the  General  Supply  Fund  focus  on  outcomes 
consistent  with  the  Government  Performance  and 
Results  Aa  of  1 993  The  direction  of  the  Stock 
Program  is  to  reduce  the  investment  in  materials  and 
resources,  increase  output  per  unit,  and  pursue 
markets  where  the  greatest  return  can  be  achieved. 
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Cost  per  $100  sales  for  the  Stock  Program  is 
projected  to  decrease  to  $19  30  in  fiscal  year  1994 
and  $19  28  in  fiscal  year  1995  A  four  year  uend  is 
detailed  above: 
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GE^fERAL  SUPPLY  FUND 


PERFORMANCE  MEASURES  (continued) 

The  stock  tunr,  which  reflects  the  ratio  between  the 
dollar  value  of  stock  sales  and  the  dollar  value  of 
inventory,  is  projected  to  increase  in  fiscal  years 
1994  through  1996.  A  four  year  trend  is  detailed 
below: 


The  fiscal  year  1994  overall  stock  pricing  markup  to 
customers  will  remain  at  fiscal  year  1993's  level  of 
33.4%.  The  markup  goals  for  fiscal  year  1995  and 
1996  are  32.9%  and  32.4%,  respectively. 
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The  dollar  value  of  inventory  in  fiscal  year  1994  is 
projected  at  $269  million,  decreasing  to  S2S5  million 
in  fiscal  year  1995.  A  four  year  trend  is  illustrated 
below: 


The  Fleet  operating  cost  per  mile  for  fiscal  year 
1994  is  projected  at  26.56  cents.  A  four  year  trend 
is  provided  below: 
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GENERAL  SUPPLY  FUND 

Obligations  by  Object  Class 

SCThousands) 

FY  1993 

FY  1994 

F\  1995 

Actual 

Current 

Request 

Personnel  Compensation: 

11.1 

Full-time  permanent 

124.039 

128,886 

130,600 

113 

Other  than  permanent 

3,975 

4,130 

4,185 

11.5 

Other  personnel  compensation 

3,714 

3,859 

3,910 

119 

Total  personnel  compensation 

131,728 

136,875 

138,695 

121 

Civilian  personnel  benefits 

29,793 

33,384 

33,277 

13.0 

Benefits  for  former  personnel 

283 

290 

298 

21.0 

Travel  and  transportation  of  persons 

2.417 

2.691 

2,678 

21.0 

Motor  pool  travel 

673 

723 

720 

22.0 

Transportation  of  things 

62,801 

63,211 

62.909 

23  1 

Rental  payments  to  GSA 

43.280 

45.680 

47,980 

23  3 

Commurtications,  utilities,  and  misc  charges 

46,797 

33.230 

33,071 

240 

Printing  and  reproduction 

5,073 

5,743 

5,716 

25.2 

Other  services 

78.267 

103,411 

102,916 

25.3 

Purchases  fi^om  Government  accounts 

68,659 

68,245 

67,919 

26.0 

Supplies  and  materials 

1,997,309 

1,855,637 

1,885,191 

310 

E<iuipment 

370,756 

555,295 

525,675 

42.0 

Insurance  claims  and  indemnities 

14 

14 

14 

430 

Interest  and  dividends 

8,318 

2 

2 

Total  Obligations 

2,846,168 

2,904,43 1 

2,907,061 
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BACKGROUND 

The  Information  Resources  Management 
Service  (IRMS),  the  major  high-technology 
arm  of  GSA,  ensures  that  Federal  agencies 
procure,  manage  and  use  automated  data 
processing  (ADP)  and  local  telecommunica- 
tions resources  as  efficiently  and  effectively  as 
possible.  IRMS  sets  policy  for  the  acquisition 
and  use  of  information  technology 
govemmentwide,  assists  agencies  in  acquiring 
ADP  related  services  and  computer 
equipment,  and  provides  quality,  low-cost 
voice  and  data  local  telecommunications 
services.  In  fulfilling  both  our  policy  and 
operational  roles,  our  mission  is  to  help 
Federal  agencies  accomplish  their  missions. 

IRMS  policy  responsibilities  arc  funded 
through  direct  appropriations.  Operational 
programs  arc  financed  through  the 
Information  Technology  (IT)  Fund,  which  is  a 
revolving  fund,  providing  information 
technology  resources  to  Federal  agencies  and 
funds  for 


the  efficient  management,  coordination, 
operation  and  use  of  such  resources.  The  IT 
Fund  includes  a  capital  reserve  that  provides 
for  capital  investment  and  program  costs  that 
are  one-time  or  non-recurring  in  nature  and 
that  improve  service  delivery.  The  Office  of 
FTS2000  is  funded  under  the  IT  Fund  and 
therefore  its  budget  amounts  are  included  in 
certain  exhibits  in  this  budget  presentation. 
Narrative  discussion  of  the  FTS20(X)  Program 
is  included  separately  under  the  Office  of 
FTS2000  budget  submission. 

THE  FY  1995  BUDGET  IN  BRIEF 

The  FY  1995  IRMS  budget  provides  the 
leadership,  technology,  technical  expertise  and 
innovative  technical  programs  that  enable  our 
customers,  the  other  Federal  agencies,  to 
achieve  the  results  they  plan  for  and  the 
results  the  American  people  expect  IRMS 
provides  services  through  seven  maJOT 
business  lines,  as  shown  below. 


IRMS  Provides  Services  Through  Seven  Major  Business  Lines  ($Millions) 


Itull^l*  Award 


Iwluiwdpii  ■•llHll|! 
MXM 

PuMk  ••rrto** 


ADP  TcclMrieal  ■mtIcm 
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TOTAL  FY  1»«$  REVENUE/BA  ■  (•32H/»44H  (Excluda*  FTS2000) 
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REDUCING  COSTS  TO  CUSTOMERS 

As  customer  agencies  experience  greater  fiscal 
constraints,  they  will  search  more  actively  for 
the  most  economical  way  of  meeting 
requirements    IRMS  must  compete  and  offer 
sufficient  cost  reductions  or  other  benefits  to 
attract  and  retain  its  customers 

Just  as  the  business  community  strives  to  grow 
annually,  and  at  the  same  time  cut  costs,  so 
too  is  our  aim  in  IRMS  to  drive  costs  down 
and  quality  up,  and  to  reinvent  and  redesign 
our  programs  to  better  serve  our  customers 
Four  of  IRMS  major  program  areas,  described 
below,  demonstrate  our  commitment  to  this 
goal 

IRMS  Multiple  Awards  Schedule  (MAS) 
Program  is  designed  to  provide  Federal 
agencies  with  a  simplified  process  for 
obtaining  ADP  and  telecommunications 
products  and  services  at  prices  and  other 
economic  advantages  equal  to  that  available  to 
large  volume  commercial  customers    The 
MAS  program  is  IRMS'  largest  single 
acquisition  program,  with  annual  sales  of 
about  $  1  7  billion  and  savings  of 
approximately  $995  million  in  discounts  and 
reduced  administrative  burden. 

IRMS  Aggregated  Systems  Procurement 
(ASP)  Program  is  replacing  existing  local 
telecommunications  services  located  outside 
the  Washington  D  C  metropolitan  area  that 
are  outdated,  have  expiring  contracts,  or  have 
never  been  competitively  procured    ASP  is 
delivering  state-of-the-art  digital  voice  and 
data  local  telecommunications  services  to 
Federal  agencies,  provnding  enhanced 
telecommunications  capabilities  to 
approximately 


180,000  Imes  at  306  locations  across  the 
nation    Cost  savings  are  obtained  through 
quantity  discounts  and  fewer  procurement 
actions. 

We  are  committed  to  maximizing  the 
investment  outcome  for  every  tax  dollar  spent 
on  information  infrastructure  in  the  Federal 
Government    The  effectiveness  of  our  non- 
mandatory  reimbursable  ADP  programs 
enhance  our  ability  to  serve  our  customers, 
while  ensuring  wise  investment  of  tax  dollars 
For  example,  the  Federal  Information 
Systems  Support  Program  (FISSP)  which 
provides  technical  assistance  to  agencies  and 
delivery  of  contract  services,  with  offices 
coast-to-coast,  achieves  economies  to  the 
Government  through  volume  buying  and  by 
avoiding  multiple  procurements. 

Also,  the  Federal  Computer  Acquisition 
Center  (FUDCAC)  located  in  Lexington. 
Massachusetts,  competitively  acquires  large 
doUar-value  (i.e.,  life-cycle  cost  greater  than 
$100  million)  ADP  hardware,  software,  and 
associated  services  for  client  agencies 
Benefits  include  contract  savings  and  more 
timely  procurement  cycles. 

NEW  DIRECTIONS 

The  mission  of  IRMS  is  to  help  reinvent 
Government  through  information  technology 
In  this  era  of  change  in  Government,  we  use 
information  and  information  technology  in 
new,  results-oriented  ways 

IRMS  faces  the  challenge  of  helping  to  lead 
the  Federal  Government  mto  an  era  where 
every  agency  and  every  mdividual  Federal 
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employee  can  maximize  the  effective  use  of 
information  through  technology  for  in^oved 
public  services.  In  response  to  the  National 
Performance  Review,  IRMS  is  woridng  on 
many  initiatives  in  the  following  areas  to 
create  a  Government  that  works  better  and 
costs  less. 

(/;  IRM  LEADERSHIP 
(Cutting  Back  to  Basics) 

During  the  past  decade,  tremendous  advances 
have  been  made  in  technology.  To  meet  this 
challenge  IRMS  will  provide  leadership  for 
technology  use  in  the  Federal  government 
IRMS  will  ensure  that  up-to-date  technology 
is  available  to  help  agencies  eliminate  the 
complexity,  confusion  and  inconvenience  in 
the  Government's  delivery  of  products  and 
services  to  the  public. 

In  order  to  stimulate  the  creation  of  new 
products  and  services,  IRMS  is  conducting 
govemmentwide  and  industry  working  groups 
to  address  agency  requirements  and  alternative 
acquisition  strategies.  Anothn  area  IRMS  is 
focusing  on  is  simplifying  the  procurement 
process  by  allowing  agencies  to  buy  where 
and  when  they  want,  and  by  testing  a  fully 
"electronic  marketplace."  An  example  of  the 
"electronic  marketplace"  is  the  MAS 
Program's  Electronic  Bulletin  Board  that  will 
allow  agencies  to  order  information 
technology  items  on-line  from  a  computerized 
list  of  products  and  services  continuously 
updated  by  vendors. 

Also,  recognizing  the  need  to  increase  the 
ability  of  the  Federal  workforce  to  use 
information,  IRMS  plans  to  implement  a 
program  "One  Thousand  by  the  Year  2000," 
to  develop 


the  next  generation  of  Federal  information 
resources  managers.  Major  support  will 
continue  to  be  provided  to  meet  the 
requirements  of  customers  with  disabilities 
through  the  Qearinghouse  on  Computer 
Accommodations  (COCA),  and  by  facilitating 
communication  with  hearing  -  impaired 
individuals  through  the  Federal  Information 
Relay  Service. 

(2)  PERFORMANCE  MANAGEMENT 
(Cutting  Red  Tape) 

IRMS  will  be  results-oriented  in  managing  use 
of  technology  and  will  employ  business 
performance  measurement  techniques  to 
measure  results  and  ultimately  to  improve  the 
flexibility  and  effectiveness  of  technology 
applications  govemmentwide. 

The  General  Services  Administration  (GSA) 
will  significantly  increase  its  delegated 
authority  to  Federal  agencies  for  the  purchase 
of  information  technology,  including 
hardware,  software,  and  services.  GSA  is 
considering  a  three  tiered  delegations  program 
with  different  authorization  levels  delegated  to 
mega,  large  and  other  agencies. 

As  part  of  the  effort  to  reduce  the  burdensome 
and  confUcting  regulations  that  increase  costs 
and  lengthen  the  procurement  process,  IRMS 
will  perform  Procurement  and  Management 
Reviews  (PMRs)  and  use  the  results  to  make 
aqjpropriate  changes  to  agencies'  Delegations 
of  Procurement  Authority  (DPA)  for 
information  resources;  and  to  ensure  timely 
and  appropriate  agency  procurement  requests, 
with  special  attention  given  to  100  high-dollar 
projects. 
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(3)  DELIVERING  SERVICE 
(Putting  Customers  First) 

DIMS  mission  is  to  provide  timely  and  quality 
support  to  other  Federal  agencies  and  the 
general  public.  IRMS  will  ensure  that  our 


service  delivery  is  customer-driven,  that  we 
maxin^ze  our  leverage  through  partnerships 
with  our  customers,  industry  and  other  levels 
of  government,  and  that  we  differentiate  our 
service  delivery  enterprises  from  our  pohcy- 
making  responsibilities. 


Maior  Customers  o<  the  Intomiatlon  Technology  Fund 
FY  1995  Revenue  (SMIIIIons) 


Jiatkw 
S102M 
7jt% 


AgrtcuNur* 

J72M        V.l«n. 

5.4%  A"^™ 

U6M 

4.1% 


TmrwportaUon 
InMrtor  t49M 

»«•*  3.7% 

3.9% 


Total  FY  1995  Revenue  =  $1 ,341 M  (Includes  FTS2000) 


iJMMl   U^or  Cunontm  d  nw  InlDnTuinn  Tadmolagy  Fund 


A  breakdown  of  our  customer  base  is  shown 
above.  One  approach  we  are  using  to  provide 
high  value,  low  cost  ADP  and  voice  and  data 
services  to  customers  is  through  conducting 
reinvention  labs.  Our  local  telecommunica- 
tions lab  is  designed  to  de-monopolizc  local 
teleconvnunications  in  Kansas  City,  Missouri, 
and  allow  for  open  competition  to  provide  dial 
tone  services,  including  provisions  for 


expanded  optional  support,  such  as  cable 
management  and  video.  The  ADP  support 
services  lab  is  designed  to  test  new  ways  of 
providing  business  for  Federal  customers  from 
private  sector  ADP  software  support  services. 
GSA's  position  will  be  to  provide  oversight, 
allowing  customer  agencies  to  deal  directly 
with  vendors  and  permitting  customers  more 
choice  by  the  availability  of  multiple  vendors. 
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We  will  assist  agencies  in  pursuing  new  and 
emerging  technologies,  such  as  implementing 
optical  storage  support  services.  IRMS 
govemmentwide  electronic  mail  lab  is 
designed  to  establish  Govemmentwide 
electronic  mail  among  Federal  agencies  that 
will  improve  quality  and  timeliness  of  service, 
as  well  as  access  to  Government  information. 
Also,  our  Federal  Information  Center  (HQ 
program  provides  a  single  point  of  contact  for 
the  general  public  to  inquire  about  the  Federal 
Government,  its  programs,  and  its  services. 
The  FIC  program  responds  to  1 .5  million 
public  inquiries  annually  concerning  the 
programs,  agencies,  and  services  of  the 
Federal  Government 

Other  IRMS  objectives  are  to  impleinent  a 
comprehensive  client  satisfaction  assessment 
program  to  enhance  and  maximize  quality 
service  debvery  to  our  customers  in  each  of 
IRMS  business  lines;  and,  to  post  customer 
service  standards  and  measure  results. 

(4)  SUPPORT 

(Empowering  Employees  to  Get 
Results) 

IRMS  will  support  all  of  its  Federal  customers 
through  competitive,  non-monopolistic  service 


and  centers  of  expertise.  IRMS  will  tap  the 
full  ability  of  its  staff  by  giving  them  the 
delegated  authority  they  need  to  make 
decisions,  while  also  giving  them  measurable 
responsibility  for  results. 

Oiu-  goal  is  to  cut  bureaucratic  red  tape  by 
eliminating  unneeded  regulations  and 
administrative  procedures  that  do  not  add 
value  for  our  customers. 

RESOURCES 

IRMS  obtains  its  financing  primarily  from  its 
client  agencies.  Our  programs  are  financed 
through  reimbiu'sements  for  local  telecom- 
munications, ADP  technical  services,  and  for 
providing  information  processing,  data 
communications,  networking  and  end-user 
technical  support  services.  Only  five  percent 
of  the  IRMS  FY  1995  budget  comes  from 
direct  appropriations,  which  is  required  to 
fulfill  our  critical  policy  functions. 

IRMS  IT  programs  are  experiencing  a 
continuing  rise  in  demand  for  their  services 
and  revenue  base  (unit  costs  have  remained 
level  or  have  declined),  as  shown  in  the 
following  table. 
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INFORMATION  TECHNOLOGY  FUND  (Includes  FrS2000) 

FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

FY  95/94 
Change 

Revenue 
Expense 

$1,146,967 
$1,107,042 

$1,146,232 
$1,160,435 

$1,341,159 
$1,351,565 

$194,927 
$191,130 

Net  Profit  (Loss) 

39,925 

(14.203) 

(10,406) 

3,797 

Reserve  Use 

(39,925) 

14,203 

10,406 

(3,797) 

Profit  (Loss) 

0 

0 

0 

0 

Net  Outlavs 

$14,887 

$58,437 

$6,741 

($51,696) 

FTE: 
IRMS 

FrS2000 
TOTAL  FTE 

1.587 
1.854 

1.571 
1.822 

1.539 

222 
1,776 

(32) 

(141 

(46) 

TABLE  1.  Income  and  Expense  Sunnmary 
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INFORMATION  lECHNOLOGY  FUND 

Obligations  bj  Object  Class 

$(Thousands) 

FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

Personnel  Compensation: 
11.1      Full-time  permanent 
11.3      Other  than  permanent 
1 1 .5      Other  personnel  compensation 
1 1.9     Total  personnel  compensation 
12.1      Civilian  personnel  benefits 
13.0     Benefits  for  former  personnel 

2 1 .0     Travel  and  transportation  of  persons 
21.0      Motor  pool  travel 

22.0  Transportation  of  things 

23. 1  Rental  payments  to  GS  A 

23.3      Communications,  utilities,  and  misc 

charges 
24.0      Printing  and  reproduction 

25.2  Other  services 

26.0      Supplies  and  materials 

31.0      Equipment 

43.0      Interest  and  dividends 

78,089 

2,456 

2.212 

83.057 

17.780 

141 

5,006 

342 

635 

10.517 

5.085 
1,491 
1,070,827 
1.851 
51,985 
5,073 

81,459 

2,150 

1.944 

85,553 

17.878 

146 

5,480 

364 

684 

10.930 

5,116 
1,639 
1,180,220 
5,132 
60,542 
6,787 

80,655 

2,173 

1.963 

84,791 

18,134 

149 

5,630 

374 

704 

11.413 

5,257 
1,682 
1,215.177 
5,331 
55.201 
6.963 

Total  Obligations 

1,253,790 

1,380,471 

1,410,806 

TABLE  2.  Information  Technology  Fund  (in  thousands  of  dollars) 
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EXPLANATION  OF  ESTIMATES 

The  IT  Fund's  FY  1995  request  reflects  a 
2.2%  increase  from  FY  1994.  For  the  most 
part,  the  increase  is  due  to  increases  in 
contractor  flowthrough  (an  indicator  of 
business  volume  and  demand  for  IRMS 
services),  and  support  for  Department  of 
Defense  special  events. 

PERFORMANCE  MEASURES 

IRMS  strives  to  operate  and  manage  its 
resources  efficiently  while  seeking  ways  to 
improve  service  delivery  and  customer 
satisfaction.  In  keeping  with  this  challenge, 
we  continue  to  develop  measures  to  ( 1 )  inform 
us  of  our  progress  and  (2)  to  ensure 
accountability  for  cost  effective  outcomes. 
Some  of  our  more  significant  performance 
measures  are  presented  in  this  section. 

The  GSA's  Purchases  of  Telecommunications 
and  Services  (POTS)  contracts  provide  new 
and  used  equipment,  maintenance  and  repair 
service  on  most  Govemmcnt-owned  telephone 
equipment  The  equipment  and  services  are 
provided  in  competition  with  private  industry. 
By  using  POTS  contracts,  agencies  can  realize 
approximately  30%  savings.  Exhibit  3  shows 
the  volume  of  sales  and  associated  savings 
from  FY  1992  to  FY  1995. 


POTS  Volume  of  Business  and  Savings 
UmllUons) 


EiMM  1.  POTS  S^M  Mid  SavUigi 


Exhibit  4  shows  the  number  of  lines  the  Local 
Telecommunications  Services  program 
provides.  The  goal  of  GSA  is  to  provide  these 
services  effectively  and  economically  and 
remain  competitive  with  private  industry  and    . 
other  potential  service  providers.  The  chart 
shows  that  in  FY  1995,  GSA  will  operate 
about  569,000  local  service  telephone  lines. 
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Number  of  Lcx:al  Service  Telephone  Lines 


Exhibit  4.  Local  S*rvic<  Ttkphorw  Llntt 

As  reflected  in  Exhibit  5,  GSA  will  continue 
to  charge  its  client  agencies  an  average 
monthly  line  rate  that  is  approximately  34% 
less  than  the  equivalent  commercial  line  rate. 
FY  1995  savings  to  customer  agencies  total 
approximately  $106  million.  The  exhibit 
shows  the  difference  between  commercial  and 
GSA  rates. 


Local  Telecommunications  Services 
Average  Monthly  Line  Rate 
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Exhibit  6  shows  information  on  the  Federal 
Information  Systems  Support  Program 
(RSSP).  nSSP  provides  ADP  services  to 
Federal  agencies  on  a  non-mandatory,  100% 
reimbursable  basis,  in  the  areas  of  ADP 
business  applications,  facilities  management 
operations,  software  definition  or  design, 
scientific  engineering  applications  and 
computer  security.  The  FISSP  business 
volume  of  $159  million  in  FY  1992  has  been 
increasing  each  year  and  is  projected  to  reach 
$225  million  in  FY  1995,  an  increase  of  about 
42%  over  that  period  of  time. 


Federal  Information  Systems  Support 
Program  Volume  of  Business  (SOOOj 


FY  1992         FY  1993         FY  1994         FY  1995 


Exhibit  e.  FISSP  Binlnnt  VoluDf 

The  Information  Security  Management  (ISM) 
program  provides  a  full  range  of  support 
services  for  communications  security 
(COMSEC)  and  related  systems  that  provide 
secure  voice  and  data  connmunications  to 
Federal,  civilian  and  selected  Department  of 
Defense  activities.  The  next  chart  (Exhibit  7) 
shows  the  number  of  ISM  service  requests 
from  FY  1992  to  FY  1995. 


EihlitS.  Locd  ShvIcm  R«» 
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Monnatlon  Sacurlly  MaragMiNnl 
Nun<xf  o<  Seortce  RequMt* 
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Twenty-four  hour  emergency  support  to 
clients'  critical  mission  classified  telecommu- 
nications systems  arc  ISM's  highest  priority 
service.  Rapid  response  capabilities  are 
maintained  by  a  worldwide  organization  with 
field  offices  located  to  meet  clients' 


needs  in  less  than  6  hours.  The  last  chart 
(Exhibit  8)  shows  the  success  rate  in  restoring 
clients'  critical  mission,  classified 
communications  within  6  hours. 


Infonnttion  Security  Management  -  Percent  of 

Responses 

to  restore  dienfs  critical  mission,  seoire 

cotnmunlcstions  Ihat  me«(  the  goil  of  6  hows 
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BACKGROUND 

The  Federal  Telecommunications  System  2000 
(FTS2000)  provides  long-distance  telecom- 
munications services  that  ofiFers  the  Federal 
Government  low-cost,  state-of-the-art, 
integrated  voice,  data,  and  video  telecommuni- 
cations. FTS2000  services  are  provided  to  more 
than  l.S  million  users  through  two  multi-billion 
dollar  ten-year  contracts  that  were  awarded  to 
AT&T  and  Sprint  in  December  1988,  to  replace 
the  25  year-old  FTS  network.  The  contracts 
provide  for  services  rather  than  equipment  The 
transition  of  voice  service  from  the  old  FTS  to 
FTS2000  was  completed  in  June  1990. 

The  mission  of  the  OfiBce  of  FTS2000  is  to 
provide  the  leadership,  policy,  program 
direction,  and  oversight  to  ensure  the  provision 
of  a  timely,  high-quality,  innovative,  and  cost- 
effective  govemmentwide  program  for  long- 
distance telecommunications  services.  The 
FTS2000  program  derives  its  financing  from  the 
Information  Technology  (IT)  Fund,  under  the 
authority  of  Public  Law  (PL)  89-306,  the 
Brooks  Act  as  amended  by  the  Paperwork 
Reduction  Reauthorization  Act  of  1986,  as 
included  in  PL  99-500  and  PL  99-501,  effective 
January  1,  1987. 

The  OfiBce  of  FTS2000  was  established  in  1991, 
as  a  separate  organization  reporting  to  the 
Administrator  of  GSA  to  provide  senior  level 
management  for  all  matters  pertaining  to  the 
program. 

THE  FY  1995  BUDGET  IN  BRIEF 

The  FY  1995  budget  includes  requirements  for 
Federal  agencies  to  utilize  the  FTS2000 
contracts  to  support  their  missions.  It  also 


provides  funding  to  cover  administrative  support 
costs  and  capital  reserve  costs. 

REDUCING  COSTS  TO  CUSTOMERS 

Fourth  year  Price  Redetermination/Service 
Reallocation  (PR/SR),  was  completed  in 
FY  1993,  resulting  in  significant  price  reductions 
projected  to  be  $450  million  over  the  remaining 
life  of  the  contracts.  The  price  reductions 
became  effective  December  1992.  Provided  for 
in  the  FTS2000  contracts  during  contract  years  4 
and  7,  PR/SR  is  one  of  the  Government's 
mechanisms  for  price  control.  It  also  allows  the 
Government  to  make  major  mid-course  price 
adjustments  for  all  FTS2000  services  by  having 
the  two  FTS2000  contractors  compete  for  a 
percentage  of  their  estimated  revenue  shares  for 
the  remainder  of  the  contract  period.  Efforts  are 
currently  underway  to  conduct  seventh  year 
PR/SR,  which  will  become  effective  in  FY  1996. 

GSA  negotiated  Publicly  Available  Price  Caps 
(PAPCap)  agreements  with  both  contractors  for 
all  FTS2000  services  to  ensure  that  prices 
obtained  during  PR/SR  continue  to  track  the 
market  and  remain  below  the  best  comparable 
commercial  rates.  Under  the  agreements, 
quarterly  comparisons  are  made  of  FTS2000 
prices  and  current  lowest  comparable 
commercial  prices,  and  the  prices  are  adjusted 
accordingly.  This  allows  for  quick  response  to 
price  changes  in  the  volatile  telecommunications 
marketplace.  Since  the  initial  quarterly  PAPCap 
evaluation  in  April  1993,  PAPCap  evaluations 
have  been  conducted  in  July  and  October  1993 
Based  on  the  October  1993  evaluation,  FTS2000 
rates  continued  to  be  below  the  best  comparable 
commercial  rates.  Because  FTS2000  prices 
track  commercial  prices,  which  increased  during 
the  most  recent  period,  the  FTS2000  price 
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■djustmem  for  the  October  1993  evahution  wu 
less  than  prior  quarters.  Savings  resuhing  from 
PAPCap  evaluations  are  projected  to  be 
S6.S  million  annually  through  the  remainder  of 
the  FTS2000  contracts 

GSA  reported  to  Congress  on  the  cost- 
effectiveness  of  the  FTS2000  program  on 
March  1,  1993.  Based  primarily  on  an 
independent  study  conducted  under  the  auspices 
of  the  FTS2000  Interagency  Management 
Council  (IMC),  the  report  concluded  that 
FTS2000  prices,  in  aggregate,  are  at  least  as 
good  as  the  best  equivalent  commercial  prices 
without  considering  the  value  of  unique 
Government  requirements    When  the  value  of 
unique  GovemmciU  requirements  is  &ctored  in, 
the  report  concluded  that  FTS2000  is 
significantly  less  expensive  than  commercial 
equrvalenl  offerings    As  was  expected,  pricing 
disparities  for  those  few  instances  where 
commercial  prices  were  found  to  be  less 
expensive  were  corrected  when  the  PAPCap 
mechanism  was  exercised  in  April  1993. 

Additional  opportunities  to  reduce  costs  and  to 
improve  customer  satisfaction  were  identified  by 
using  an  independent  contractor  to  review 
FTS2000  program  management,  which  was 
completed  in  FY  1993.  The  contractor  was 
supervised  by  the  FTS2000  IMC.  Based  on 
review  recommendations,  the  OflBce  of  FTS2000 
is  reorganizing  to  provide  increased  focus  on 
customer  Mtisfartion,  and  is  reducing 
employntent  levels  and  administrative  support 
costs  through  FY  1995.  As  a  result  of  these 
efforts  to  streamline  operations,  the  FTS2000 
management  support  expenses  are  being  reduced 
by  10  percent  in  FY  1994    Based  on  projeaed 
increases  in  service  usage  and  lower  prices  due 
to  initiatives  such  as  PAPCap  and  Fourth  Year 


Price  Redetermination,  the  10  percent  reduaion 
in  management  support  expenses  has  enabled  the 
FTS2000  overhead  rate  applied  to  agency  costs 
for  long-distance  services  to  be  reduced  from 
9  percent  to  8  percent  effeaive  Oaober  1,  1993. 

MTW  DIRECnONS 

The  mission  of  the  Office  of  FTS2000  is  to 
ensure  the  provision  of  a  timely,  high  quality, 
innovative,  and  cost-effective  Govenunentwide 
program  for  long-distance  telecommunications 
services.  We  will  use  the  model  for  entre- 
preneurial governance  to  ensure  that  program 
resources  are  used  in  a  way  that  maximizes 
efficiency  and  effectiveness    We  will  continue  to 
focus  on  customer  satisfaction,  competition,  and 
continuous  improvement    Our  customers  will 
continue  to  help  shape  the  FTS2000  program  to 
better  serve  their  needs     The  National 
Performance  Review  report  recognized  the 
direction  of  the  FTS2000  program  as  a 
successfiil  example  of  reducing  costs  through 
competition. 

Two  major  initiatives  which  will  allow  us  to 
accomplish  our  mission  are  Year  7  PR/SR  and 
the  FTS2000  Follow-on 

PRICE  REDETERMINATION/SERVICE 
REALLOCATION  (PR/SR)  YEAR  7 

The  initial  planrjng  phase  for  the  Year ''  PR/SR 
process  began  during  FY  1993.  Contraaor 
support  continues  to  be  required  during  FY  1994 
and  FY  1995  to  assist  GSA  in  concept 
development,  definition  and  analysis  of 
alternatives;  recommendation  and  selection  of  an 
approach,  and,  to  provide  acquisition  process 
support    Contractor  support  costs  are  antici- 
pated to  increase  $19  million  from  FY  1994  to 
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FY  1995,  from  $.6  million  to  $2.5  million. 
Funding  authority  is  required  since  these  efiForts 
must  be  completed  by  December  1995,  in 
compliance  with  the  FTS2000  contracts. 

FTS2000  FOLLOW-ON 

The  current  FTS2000  contracts  expire  in 
December  1998.  The  Office  of  FTS2000  is 
currently  in  the  early  stages  of  planning  for  the 
provision  of  service  after  the  current  contracts 
expire.  Contractor  support  will  be  required  from 
FY  1994  through  FY  1998  to  assist  with  various 
stages  associated  with  the  FTS2000  Follow-on 
effort.  Contractor  support  costs  are  expected  to 
increase  $1.4  million  from  FY  1994  to  FY  1995, 
from  $3  million  to  $4.4  million.  During  this 
timeframe,  funding  to  cover  contractor  costs  is 
required  to  define  and  analyze  alternatives;  select 
and  recommend  an  acquisition  strategy;  and 
develop  requests  for  proposals,  including  several 


cycles  of  comments  from  industry  and 
Goverrunent. 

Specific  tasks  anticipated  to  be  undertaken 
through  FY  1998  include  assisting  GSA  in 
analysis  and  projection  of  telecommunications 
needs  for  Federal  agencies  in  the  FY  1998-2008 
timeframe;  preparation  of  contract  documents, 
gathering,  compiling  and  categorizing  agency 
needs  for  telecommunications  services;  and 
developing  a  rigorous  cost  model  of  agency 
transition  costs. 

RESOURCES 

The  FTS2000  program  is  financed  entirely 
through  reimbursements  by  customer  agencies. 
The  FTS2000  program  is  financially  healthy,  as 
demonstrated  by  the  continuing  rise  in  demand 
for  services  and  revenue  base,  as  shown  in  the 
following  profit  and  loss  exhibit. 


OmCE  OF  FTS2000 
in  thousands  of  dollars) 

FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

FY  95/94 
Change 

Income 
Expense 

$545,348 
523,112 

$548,159 
572,755 

$557,264 
573,673 

$9,105 
918 

Net  Profit  Ooss) 

22,236 

(24,596) 

(16,409) 

8,187 

Reserve  use/ 
(Contributions) 

(22,236) 

24,596 

16,409 

(8,187) 

Profit  (Loss) 

0 

0 

0 

0 

Net  Outlays 

10,794 

44,921 

10,614 

(34,307) 

Fit 

267 

251 

237 

(14) 
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^ 


Kl S2000  PROGRAM  /  FT  FUND 

Obligations  by  Object  Class 

S(Thousands) 

1993 

1994 

1995 

Actual 

Current 

Request 

Personnel  Compensation: 

11.1 

Full-time  peraianent 

$15,752 

$14,098 

$13,792 

11.3 

Other  than  full-time  pennanent 

203 

7 

7 

11.5 

Other  personnel  compensation 

30? 

574 

577 

11.9 

Total  personnd  compensation 

16,263 

14,679 

14,376 

12.1 

Civilian  personnel  benefits 

3,595 

3,156 

3,140 

13.0 

Benefits  for  former  personnel 

23 

12 

13 

21.0 

Travel  and  transportation  of  persons 

159 

164 

168 

21.0 

Motor  pool  travel 

31 

29 

30 

22.0 

Transportation  of  things 

0 

25 

26 

23.1 

Rental  paymenti  to  GSA 

389 

225 

230 

23.3 

Cominunications,  utilities,  &  misc. 

charges 

910 

834 

860 

24.0 

Priming  and  reproduction 

78 

133 

137 

25.2 

Other  services 

532,574 

562,041 

565,952 

26.0 

Supplies  and  materials 

253 

329 

338 

31.0 

Equipment 

931 

1,074 

826 

Total  Obligatioiii 

$555,206 

$582,701 

$586,096 

EXFLANAHON  OF  ESTIMATES: 

The  demand  for  FTS2000  services  by  Federal 
agencies  is  expected  to  increase  by 
approximately  $10  million  fi-om  FY  1994  to 
FY  1995.  The  increase  is  [jrimarily  due  to  the 
annualized  effect  of  transitioning  the 
Department  of  Defense's  telecommunications 
requirements  to  the  network,  anticipated 
growth  in  data  services  requirements,  customer 
reaponae  to  the  FTS2000  program's  high 
quality,  low-cost  services,  and  successful 


response  to  "New  Services"  initiatives  such  as 
Virtual  On-net  (VON)  and  Integrated 
Switched  Digital  Network  (ISDN)  trials    In 
addition,  the  GSA  management  support  costs 
are  expected  to  decrease  by  approximately  S 1 
million  fi-om  FY  1994  to  FY  1995  due  to 
reductions  in  employment  levels  and  other 
administrative  costs    Also,  capital  reserve 
expenses  are  expected  to  decline  by 
approximately  $8  2  million  from  FY  1994  to 
FY  1995  due  to  decreasing  onc-unvs  activities 
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PERFORMANCE  MEASURES 

While  long-distance  voice  minutes  usage  has 
dramatically  increased  since  the  implemen- 
tation of  FTS2000,  during  FY  1990  the  cost 
per  minute  to  the  agencies,  which  includes 
GSA  management  support  costs,  has 
significantly  decreased. 


FTS2000  Long-Distance  Voice  Service 
Cost  Per  Minute  and  Minutes  of  Use 
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Five  performance  measures  are  identified 
below  to  ensure  continued  quality  and  cost- 
eflFectrveness  of  the  FTS2000  program. 


Percent  of  time  contractor  meets  scheduled 
service  order  due  date 
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FTS2000  services  are  provided  through  two 
multi-billion  dollar  contracts  that  were 
awarded  to  AT&T  and  Sprint  in  December 
1988.  For  FY  1994  and  FY  1995,  the 
program's  goal  is  to  continue  to  ensure  the 
FTS2000  contractors  meet  scheduled  service 
order  due  dates  at  least  95  percent  of  the  time 
During  FY  1993,  the  FTS2000  contractors 
achieved  87  percent.  The  primary  reason  for 
late  delivery  of  services  was  order  volume 
being  above  forecasted  levels    The  contractor 
has  initiated  corrective  action  by  adding 
additional  personnel  and  cross-training 
personnel  to  improve  response  to  shifts  in 
service  demand. 


Number  of  switched  voice  service  troubles  reported 
per  100,000  calls 


FY  1995 
Gad 


The  quality  of  FTS2000  service  has  been 
extraordinary  while  the  technical  capabilities 
have  been  equal  or  superior  to  comparable 
commercial  services.  During  FY  1993, 
customers  reported  an  average  of  only  4  voice 
service  troubles  per  100,000  calls  and 
experienced  virtually  no  network  busy  signals 
As  a  result,  network  performance  again 
exceeded  the  program's  goal  of  10  or  less 
voice  service  troubles  reported  per  100,000 
calls.  For  FY  1994  and  FY  1995,  the 
FTS2000  program's  goal  is  to  continue  to 
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achieve  10  or  less  trouble  reports  per  100,000 
voice  service  calls.  The  industry  average  for 
this  performance  measure  is  20  troubles 
reported  per  100,000  calls. 


Customer  Satisfaction 


The  customer  satisfaction  level  is  developed 
from  the  troubles  reported  to  the  vendors.  The 
Service  Oversight  Centers  contact  customers 
who  report  troubles  to  determine  if  they  are 
satisfied  with  the  handling  of  the  trouble 
report    The  customer  satisfaction  level  for  FY 
1993  was  98  percent    The  goal  for  FY  1994 
and  FY  1995  is  a  customer  satisfaction  level  of 
95  percent  or  higher. 


FTS2000  GSA  Manisement  Support  (GMS)        1 
Service*                                     | 

t>i 

V 

8 

7 
6 

*       -~~~^. 

FY«S         FYfiBB         FY-GM         FY-BBS 
AtLri          Pdui           QM            GDd 

In  addition  to  providing  the  lowest  possible 
cost  for  FTS2000  services,  the  Office  of 
FTS2000  strives  to  keep  its  administrative 
costs  to  a  minimum    During  FY  1992  and  FY 
1993,  the  GSA  management  services  (GMS) 
costs  were  approximately  9  percent  of  the  total 
business  volume.  As  a  result  of  efforts  to 
streamline  funaions  and  while  focusing  on 
customer  satisfaction,  GMS  expenses  will  be 
reduced  10  percent  from  FY  1993  to  FY  1994. 
This  reduction  in  GMS  expenses  will  enable 
the  FTS2000  rate  applied  to  agency  costs  for 
long-distance  services  to  be  decreased  from  9 
percent  in  FY  1993  to  8  percent  in  FY  1994 

A  new  performance  indicator  for  FY  1994  is 
the  cost  per  minute  of  FTS2000  switched 
voice  service  compared  to  the  commercial 
equivalent.  The  FY  1994  goal  is  to  be  below 
the  average  cost  per  minute  commercial 
equivalent.  This  will  be  accomplished  through 
quarterly  PAPCap  evaluations. 
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BACKGROUND 

The  Federal  Property  Resources  Service 
(FPRS)  is  chartered  with  the  responsibility 
of  providing  Govemmentwide  asset 
management  leadership,  policy  guidance, 
program  direction  and  oversight  to  ensure 
that  Federal  real  property  assets  are 
effectively  utilized  or  appropriately 
redistributed  within  the  public  or  private 
sector  in  a  manner  that  maximizes  residual 
value  recovery  for  the  taxpayers. 

The  FPRS  Mission  is  financed  through 
several  accounts  and  sources.    Specifically: 

Operating  Expenses,  GSA,  a  direct  annual 
appropriation,  provides  for  managing 
programs  for  the  utilization  and  disposal 
by  sale,  exchange,  or  transfer  of  surplus 
real  property. 

Operating  Expenses,  GSA,  a  reimbursable 
account,  provides  funding  for  services  that 
are  provided  to  Federal  agencies  on  a  fully 
reimbursable  basis. 

Expenses,  Disposal  of  Surplus  Real  and 
Related  Personal  I*roperty,  a  permanent, 
indefinite  appropriation  used  to  finance 
contractual  services  of  appraisers, 
auctioneers,  and  brokers  familiar  with 
local  markets  to  accelerate  the  utilization 
or  sale  of  surplus  real  property.   It  also 
covers  the  costs  of  surveying,  advertising, 
and  environmental  and  historical  services. 


The  Real  Property  Relocation 
appropriation  covers  relocation  costs 
involved  in  moving  agencies  from  valuable 
underutilized  property  targeted  for  public 
sale,  to  focilities  determined  to  be  more 
economically  suitable  for  their  needs.   No 
additional  funding  is  requested  for  this 
program  in  fiscal  year  1995. 

THE  FY  1995  BUDGET  IN  BRIEF 

In  general,  the  fiscal  year  1995  budget 
provides  for  the  continuation  of  existing 
programs  through  minimizing  costs  and 
directing  resources  for  their  maximum 
benefit. 

NEW  DIRECTIONS 

In  accordance  with  the  National 
Performance  Review,  the  following 
represents  our  commitment  to  improve  the 
way  we  do  business: 

•  FPRS  is  participating  in  GSA's  actions 
to  implement  the  National  Performance 
Review  recommendations  on  real 
estate. 

.     FPRS  is  participating  in  partnership 
with  the  Department  of  the  Treasury  in 
an  18-month  pilot  Real  Property 
Standards  Evaluation  Initiative. 

•  FPRS  has  reduced  internal  regulations 
by  36  percent,  pursuant  to  Executive 
Order  12861. 
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EXPENSES,  DISPOSAL 
$(THOUSANDS) 


FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

FY  95/94 
Change 

Direct  Program: 

Appnjsm'  fees,  auctioneers  and 
broken  fees  and  surveying 

$534 

$890 

$790 

-100 

Advertising 

989 

1,110 

1,100 

-10 

Enviiofimcnta]  Services 

79 

SO 

110 

+60 

Historical  Prev. Service 

0 

so 

100 

+50 

Outleasing  -  Government-owned  space: 
Auctioneers  and  brokers  fees  and 
surveying,  appraisers'  fees  and 
advertising 

12 

517 

517 

Unobligated  Balance  Expiring 

765 

- 

- 

- 

Total  Budget  Authority 

2,379 

2,617 

2,617 

. 

Reimbursable  Program: 

29 

100 

100 

Disposal  -  Real  Property 

Total  Reimbunable 

29 

100 

100 

. 

Net  Outlays 

1,435 

2,617 

2,617 

- 

Employment  (i- 1  b) 

- 

- 

- 

- 

EXPLANATION  OF  ESTIMATES 


This  appropriation  provides  for  contractual 
services  and  supplements  in-house  real 
property  disposal  activities  under  the 
Operating  Expenses,  GSA  appropriation, 
and  efforts  by  the  Public  Buildings  Service 


(PBS)  to  improve  space  utilization  through 
outicasing  of  surplus  Government-owned 
space.    This  is  a  permanent,  indefinite 
apprtxpriation  which  requires  no  further 
Congressional  action. 
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EXPENSES,  DISPOSAL 

ObUgation  by  Object  Class 
$(rhousands) 

Direct  Program: 

FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

23.3       Communications,  utilities,  and  misc  charges 
24.0       Printing  and  reproduction 
25.2       Other  services 

$400 

402 

1,112 

$0 

252 

2,365 

$0 

252 

2,365 

99.9       Total  Obligations 

$1,614 

$2,617 

$2,617 

EXPENSES,  DISPOSAL 

Obligation  by  Object  Class 

$(Thousands) 

Reimbursable  Program: 

FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

24.0       Printing  and  reproduction 
25.2       Other  services 

$3 
26 

$40 
60 

$40 
60 

99.9      Total  Obligations 

$29 

$100 

$100 
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BACKGROinW 


NEW  DIRECnONS: 


The  fiscal  year  1995  budget  proposes 
consolidating  our  individual  operating 
expenses  and  salaries  and  expenses  accounts 
into  a  single  appropriation  for  the  Agency. 
This  will  offer  some  much-needed  flexibility 
in  implementing  initiatives,  and  is  also 
consistent  with  National  Perfornvutce 
Review  (NPR)  objectives  to  reduce  and 
simplify  account  structures  The  new 
account  would  support  appropriated 
fiinctions  of  the  Federal  Supply  Service, 
Information  Resources  Management  Service, 
Federal  Property  Resources  Service  and 
certain  general  management  arKd 
administration  funaions. 

The  S1388  million  for  these  functions 
represent  an  extremely  small  part  of  GSA's 
total  fimmcial  operation.  They  are  critically 
important,  however,  in  that  they  support  the 
Agency's  core  of  central  management, 
oversight,  and  policy  functions  that  will  be 
the  impetus  for  many  of  the  >fPR  and  other 
cost  saving  initiatives  that  we  should  and 
must  accomplish.  Further  reductions  and 
cost  absorptions  could  significantly  decrease 
the  savings  we  are  able  to  leverage. 

THE  FY  1995  BUDGET  IN  BRIEF 


GSA  STAFF  OFFICES 

Imminent  changes  in  GSA's  environment  are 
challenging  GSA  to  pursue  new  and  different 
initiatives  in  order  to  be  the  provider  of 
choice  throughout  the  Federal  Government 
This  budget  will  continue  to  support 
initiatives  that  improve  customer  service, 
simplify  administrative  processes,  empower 
employees  and  provide  investments  in  office 
technology.  GSA  is  being  challenged  to  right 
size  the  workforce  while  maintaining  our 
agency  mission  to  provide  quality  service  to 
our  customers. 

Efforts  to  become  a  non-mandatory  source 
of  supplies  and  services,  simplify  the 
procurement  process,  become  a  preferred 
business  partner  to  our  customers  and 
vendors,  and  to  maintain  a  high  quality, 
diversified  workforce,  will  be  greatly 
enhanced  by  the  leadership  provided  through 
the  policy  direaion  activities  of  the  GSA 
Staff  Offices.  These  offices  have  a  critical 
role  to  play  in  the  reinvention  of  GSA,  and  in 
re  engineering  the  climate  in  which  the 
services  provided  by  GSA  can  be 
entrepreneurial,  effective  and  have  a 
commitment  to  excellence 


Fiscal  Year  1995  reflects  the  effects  of  a 
uniform  twelve  percent  employment 
reduction  to  be  achieved  over  tfie  period 
fiscal  years  1994  -  1999  Pay  raises, 
including  localify  pay,  have  been  absorbed 
within  the  account  In  addition  price 
increase  for  supplies,  services  and  RENT 
have  been  absorbed  within  the  amounts 
requested. 


The  General  Management  and 
Administration  activity  provides  for  policy 
direction  and  coordination  of  all  GSA 
programs  by  the  Administrator,  Deputy 
Administrator,  and  Regional  Administrators 
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GSA  SERVICES 

GSA  Services  will  put  customers  first  by 
developing  a  seamless  organization,  based 
upon  inter-  and  intra-service  and  regional 
cooperation,  while  working  as  an  account 
executive  to  identify  and  satisfy  customer 
needs.  Programs  will  focus  on  reducing 
operational  activities  while  increasing  policy, 
guidance,  oversight  and  support  services 
provided  to  customers. 

The  Federal  Supply  activity  provides  for 
policy  and  regulatory  activities  for 
Government-wide  programs  to  support 
customers  while  maximizing  operational 
eflBciency  and  reducing  cost  to  the 
Government.  These  program  included 
property  management,  transportation,  and 
travel  services,  aircraft  management,  mail 
management  and  schedules  contracting. 


The  Information  Resources  Management 
activity  provides  for  development  and 
coordination  of  Government-wide  policies, 
procedures  and  regulations  to  ensure  that 
Federal  agencies  procure,  manage  and  use 
information  technology  resources  as 
eflFectively  and  efificiently  as  possible. 

The  Federal  Property  Resources  activity 
provides  for  development  and  coordination 
of  Government-wide  policies  that  promote 
the  maximum  utilization  of  resale  property 
by  Federal  agencies  and  the  transfer  among 
agencies  of  excess  real  property.  It  also 
provides  for  the  disposal  of  surplus  real 
property  by  sale,  exchange,  lease,  permit, 
assignment,  or  transfer  as  well  as  the 
protection  and  maintenance  of  excess  and 
surplus  property  pending  its  disposition. 

Detailed  descriptions  of  activities  in  each 
GSA  Service  are  included  in  subsequent 
pages. 
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OPERATING  EXPENSES.  GSA 
$(THOUSANDS) 


FYW93 

Actaal 

FY  1994 
Cnirent 

FY  1995 
Request 

FY  95/94 
Chance 

Direct  Procram: 

Federal  Supply 

InformatioD  Resources  Managemenl 
Federal  Property  Resourcs 
Geneial  Management  and 
Administration 
Unobligaled  Balance  Expiring 

56.061 
45,570 
13.668 

32.926 

2.271 

43.420 

45.675 
15.756 

31.435 

41,534 
44.057 
15.026 

33.208 

-1.886 

-  1.618 

-730 

♦  1773 

Total  Budget  Authority 

150.4% 

136.286 

133,825 

-2.461 

Reimbunable  Pn>{raa: 

Federal  Supply 

Informatjon  Resources  Managentent 

Federal  Prtjperty  Resources 

4.463 

44.337 

2.485 

1.176 

47,856 

3,496 

1,276 

48.015 

3,549 

+100 

+159 

+53 

Total  Reimbunable 

51,285 

52,528 

52,840 

+312 

NdOatlayi 

141,711 

134,998 

133,578 

-1,420 

EmptovTMSt  (TTE) 

1,915 

1,691 

1,703 

+12 
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Obligations  by  Object  Class 
S(Thousands) 

FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

Personnel  Compensation: 
11.1      Full-time  permanent 
11.3      Other  than  permanent 
11.5      Other  personnel  compensation 

11.9      Total  personnel  compensation 
12.1      Civilian  personnel  benefits 
13.0      Benefits  for  former  personnel 
21.0     Travel  and  transportation  of  persons 
21.0      Motor  pool  travel 

22.0  Transportation  of  things 

23 . 1  Rental  payments  to  GSA 

23.3      Communications,  utilities,  and  misc  charges 
24.0     Printing  and  reproduction 

25.2  Other  services 

25.3  Purchases  of  goods  and  services  fi-om 
Government  accounts 

26.0      Supplies  and  materials 

3 1 .0      Equipment 

42.0      Insurance  claims  and  indemnities 

72,490 
1,280 
1,788 

75,558 

13,259 

108 

1,524 

254 

85 

10,906 

4,646 

2,731 

23,584 

6,940 
1.501 
7,128 

1 

70,148 
1,320 
1,583 

73,051 

14,074 

56 

1,932 

206 

46 

9,595 

4,224 

1,952 

21,881 

5,481 
1,182 
3,125 

73,686 
1,225 
1.599 

76,510 

14.950 

44 

1,762 

193 

38 

10,011 

3,584 

1,706 

17,528 

3,892 
1,064 
2,543 

99.0         Subtotal  direct  obligations 
99.0      Reimbursable  obligations 
99.9           Total  obligations 

148,225 

51,285 

199,510 

136,805 

52,528 

189,333 

133.825 

52,840 

186,665 
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FEDERAL  SUPPLY 

$(THOUSANDS) 

FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

FY  95/94 
Change 

Direct  Program: 

FederaJ  Supply 
Unobligated  Balance  Expiring 

56,061 
83 

43,420 

41,534 

-1,886 

Total  Budget  Authority 

56,144 

43,420 

41434 

-1,886 

Reimbursable  Program: 

Federal  Supply 

4,463 

1,176 

1,276 

100 

TotjJ  Reimbursable 

4,463 

1,176 

1,276 

100 

Net  Outlays 

57,767 

43,432 

41,535 

-1,897 

Employment  (1<  IE) 

853 

618 

614 

-4 

EXPLANATION  OF  ESTIMATES 

The  Federal  Supply  activity  provides  for 
schedules  contracting,  transportation,  mail, 
and  travel  management  regulations  and 
services,  utilization  and  donation  of  excess 
and  surplus  personal  property,  and  the 
management  of  aircraft  owned  and  operated 
by  civilian  agencies  in  support  of  their 
missions. 

In  fiscal  year  1994,  the  personal  property 
sales  program  is  transferred  to  the  General 
Supply  Fund  (GSF)  and  transportation  audits 
is  fully  fijnded  from  the  expenses  of 
Expenses  of  Transportation  Audit  Contracts 
and  Contract  Administration  account  Fiscal 
year  1995  reflects  the  eflFccts  of  a  uniform  12 
percent  employment  reduction  to  be 
achieved  over  the  period  fiscal  years  1994 


through  1999     Payraises,  including  locality 
pay,  have  been  absorbed  within  the  account. 

PERFORMANCE  MEASURES 

The  Schedules  Program  projected  business 
volume  for  fiscal  year  1995  is  approximately 
$2.7  billion.  A  trend  of  business  volume  per 
FTE  is  displayed  below: 


ICHEDOIES  f OIUMES  PEI  fit 
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FEDERAL  SUPPLY 
${lUOUSANDS) 

FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

FY  95/94 
Change 

Direct  Program: 

Federal  Supply 
Unobligated  Balance  Expiring 

56,061 
83 

43,420 

41,534 

-1,886 

Total  Budget  Authority 

56,144 

43,420 

41,534 

-1,886 

Reimbursable  Program: 

Federal  Supply 

4,463 

1.176 

1,276 

100 

Total  Reimbursable 

4,463 

1,176 

1,276 

100 

Net  Outlays 

57,767 

43,432 

41435 

-1,897 

Employment  (tlL) 

853 

618 

614 

-4 

EXPLANATION  OF  ESTIMATES 


The  Federal  Supply  activity  provides  for 
schedules  contracting,  tnnqmrtation,  mail, 
and  travel  management  r^ulations  and 
services,  utilization  and  donation  of  excess 
and  surplus  personal  propoty,  and  the 
management  of  aircraft  owned  and  operated 
by  civilian  agencies  in  support  of  their 
missions. 

In  fiscal  year  1994,  the  penonal  property 
sales  program  is  transferred  to  the  General 
Supply  Fund  (GSF)  and  transportation  audits 
is  fiilly  fimded  fi-om  the  expenses  of 
Expenses  of  Transportation  Audit  Contracts 
and  Contract  Administration  account.  Fiscal 
year  1995  reflects  the  effects  of  a  uniform  12 
percent  employment  reduction  to  be 
achieved  over  the  period  fiscal  years  1994 


through  1999.    Payraises,  including  locality 
pay,  have  been  absorbed  within  the  account. 

PERFORMANCE  MEASURES 

The  Schedules  Program  projected  business 
volume  for  fiscal  year  1995  is  approximately 
S2.7  billion.  A  trend  of  business  volume  per 
FTE  is  displayed  below: 


(CBiouLa  vounm  f 
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FEDERAL  SUPPLY 


PERFORMANCE  MEASURES  (continued) 

Projected  business  volume  for  the  highly 
successful  IMP  AC  Program,  where  agencies 
may  use  the  credit  card  for  purchases  up  to 
$25,000,  is  displayed  below: 


The  following  graph  reflects  sales  from 
travel  management  centers  (TMC's), 
projected  at  SS17.2  million  in  fiscal  year 
1994  and  SS22.9  million  in  fiscal  year  199S: 
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Projected  business  volume  for  the  utilization 
and  donation  of  excess  and  surplus  personal 
property  for  fiscal  year  1995  is 
approximately  $2  billion,  as  shown  below: 


The  following  graph  reflects  the  growth  of 
the  air/rail  city  pairs,  with  the  number  of 
routes  projected  at  3,500  for  calendar  years 
1994  and  1995: 
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INFORMATION  RESOURCES  MANAGEMENT,  GSA 
$(THOUSANDS) 


FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

FY  95/94 
Change 

Direct  Program: 

Information  Resources  Management 
Unobligated  Balance  Expiring 

$45,570 
849 

$45,675 

$44,057 

-1,618 

Total  Budget  Authority 

$46,419 

$45,675 

$44,057 

-1,618 

Reimbursable  Program: 

Infonnation  Resources  Management 

$44,337 

$47,856 

$48,015 

+  159 

Total  Reimbursable 

$44,337 

$47,856 

$48,015 

+  159 

Net  Outlays 

$41,774 

$44,745 

$44,089 

-23.529 

Employment  (b  1  h) 

595 

613 

600 

-13 

EXPLANATION  OF  ESTIMATES 

Direct  and  Reimbursable  programs  suppral  the 
IRMS  mission  in  providing  direction  and 
coordination  of  comprehensive 
Govemmentwide  programs  pertaining  to  ADP, 
telecommunications,  and  othCT  information 
technology  equipment  and  services.  The 
requested  amounts  have  been  minimized  by 
IRMS  efforts  to  reduce  expenses  and  to  direct 
resources  towards  critical  program  initiatives. 

Fiscal  Year  1995  reflects  the  effects  of  a 
uniform  twelve  percent  employment  reduction 
to  be  achieved  over  the  period  fiscal  years 
1994  -  1999.  Pay  raises,  including  locality  pay. 
have  been  absorbed  within  the  account  This 


also  includes  restoration  of  $616  thousand  for 
the  Information  Security  Oversight  Office. 

PERFORMANCE  MEASURES 

IRMS  oversees  the  Federal  Information 
Processing  (PIP)  procurement  activities  of 
agencies  Govemmentwide.  In  FY  1995,  GSA 
will  delegate  approximately  $18  billion  in 
procurement  authority  to  Federal  agencies  to 
acquire  ADP  resources.  Exhibit  1  shows  a 
decreasing  trend  in  procurement  delegations 
from  $26  billion  in  FY  1992  to  $18  biUion  in 
FY  1995.  This  decrease  is  largely  due  to  the 
planned  higher  dollar  threshold.  Consequently, 
fewer  requests  for  delegation  of  procurement 
authority  vnll  be  made. 
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Delegations  of  Procurement  Autttority 

Procuretnent  Dollars  Delegated 

(SbUlions) 


Number  of  Agency  Reviews  Completed 


$30    ' 
$25    ' 

'        $26 

1 

$20               $19 

$i( 

$20    ' 
$15    ' 

— 

n 

n 

$10    ' 

— 

h 

h 

$5    ' 

t 

V 

nniB2        Pri993        FY1BS4        f 

"Yiaes 

ExhM  1  GSA  PracuraaMfH  DtUgaont 

GSA  conducts  comprehensive  Infomnation 
Resources  Management  (IRM)  PMRs  of  the 
largest  agencies.  The  purpose  of  these  reviews 
is  to  measure  agency  performance  and  to 
identify  and  perform  research  into  emerging 
IRM  problems  or  issues.  Exhibit  2  shows  the 
number  of  agency  reviews  completed  each 
year.  IRMS  will  perform  6  on-site  reviews  in 
FY  1 995  and  begin  to  issue  "best  practices" 
guides  to  agencies  that  will  contain  proven 
IRM  management  techniques. 


EitiM  2.  AgmdM  Rwlmmd 

GSA  will  continue  to  monitor  the  disposition 
of  General  Services  Board  of  Contract  Appeals 
cases  to  keep  agencies  informed  about  case 
trends  and  impacts.  Exhibit  3  shows  the 
number  of  protests  analyzed. 


Number  of  GenenI  Services  Board  ol 
Corttrtci  Appnis  Protests  Anslyzed 
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One  of  IRMS  goals  is  to  ensure  a  quick 
response  to  Federal  agencies'  requests  for 
procurement  delegations.  A  twenty-day 
response  time  has  been  established  as  an 
acceptable  goal.  In  FY  1995,  GSA  expects  to 
continue  to  meet  that  goal.  Exhibit  4  shows 
how  well  IRMS  is  meeting  this  goal. 


Amwge  Number  at  DaytHequind  to  Proceu 
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EjMM4.  PtocwwhK  OiligilliM  n»^Mli 

The  next  chart  (Exhibit  5)  shows  the  amount 
of  Schedules  Program  Sales.  It  also  shows  the 
amount  of  procurement  savings  Federal 
agencies  can  realize  by  using  the  Multiple 
Awards  Schedules  Program.  It  is  estimated 
that  during  FY  1995,  Federal  agencies  will 
procure  nearly  $1.7  billion  in  ADP  and 
telecommunications  equipment,  services  and 
related  items.  When  agencies  use  the 
Schedules  Program  instead  of  processing  their 
own  requirements  from  start  to  finish,  studies 
show  they  will  be  achieving  savings  of 
approximately  $913  million. 
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The  Schedules  are  composed  of  contracts  with 
more  than  1,000  private  industry  companies 
from  which  agencies  can  order  directly.  As 
shown  in  Exhibit  6,  the  Schedules  Program  has 
significantly  reduced  industry  offers 
backloggcd  over  the  past  five  years  and, 
consequently,  improved  the  efficiency  of  the 
Schedules  contracts. 
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FEDERAL  PROPERTY  RESOURCES 
$(THOUSANDS) 


FY  1993 
Actual 

FY  1994 

FY  1995 
Request 

FY  95/94 
Chance 

Direct  Piugiun: 

13,668 
265 

15.756 

15,026 

-730 

Federal  Property  Resources 
Unobligated  Balance  Expiring 

Total  Budget  Authority 

13,933 

15.756 

15,026 

-730 

Reimbursable  Program: 

Federal  Property  Resources 

2.485 

3.496 

3.549 

-1-53 

Total  Reimbursable 

2.485 

3,496 

3,549 

-1-53 

Net  Outlays 

13.385 

15.319 

14.760 

-559 

Employment  CM  b) 

170 

170 

166 

-4 

EXPLANATION  OF  ESTIMATES 

The  Federal  Property  Resources  activity 
provides  for  the  Federal  Property 
Resources  Service  (FPRS).  which  has  a 
vital  leadership  role  in  streamlining 
Govemmentwide  real  property 
management  to  maximize  the  use  of 
Federal  assets  and  control  its  liabilities. 
Primary  responsibilities  include  the 
development  of  Federal  Government 
policies  and  regulations;  the  identification 
of  properties  not  utilized,  underutilized,  or 
not  being  put  to  optimum  use;  arranging 
transfer  of  excess  property  from  one 


Federal  agency  to  another;  disposing  of 
surplus  property  by  sale,  lease,  exchange 
and  donation  for  public  purposes; 
providing  contractual  services  and  real 
property  information  management  for  all 
Federal  real  estate  owned,  leased, 
controlled,  and  disposed  of  by  Federal  real 
property  holding  agencies. 

This  budget  request  for  fiscal  year  1995 
reflects  the  effects  of  a  uniform  12  percent 
employment  reduction  to  be  achieved  over 
the  period  fiscal  years  1994-1999.   Pay 
raises,  including  locality  pay,  have  been 
absorbed  within  the  account. 
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FEDERAL  PROPERTY  RESOURCES 


PERFORMANCE  MEASURES 

The  projected  dollar  amount  of  total 
disposals  in  fiscal  years  1994  and  1995  is 
$131  million.   A  dollar  value  trend  of  the 
disposal  volume  per  FTE  is  depicted  in 
Figure  1.   Due  to  increased  fragmentation 
of  disposal  authority,  such  as  the  DOD 
Base  Qosure  Acts,  FPRS  is  projecting  a 
level  rate  for  fiscal  years  1994  through 
19%. 
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Figure  1 


Asset  utilization  performance  is  measured 
by  the  number  of  surveys  completed 
versus  the  goal.  The  survey  results  are 
used  to  make  recommendations  about 
properties  not  utilized,  underutilized,  or 
not  being  put  to  optimum  use. 

In  keqnng  with  the  National  Performance 
Review  recommendation  to  optimize  asset 
management,  FPRS  is  refocusing  and 
broadening  its  survey  program.   The 
surveys  will  focus  on  management 


improvement  recommendations  rather  than 
the  narrower  disposal  oriented  perspective. 
We  expect  a  continued  upward  trend  in  the 
number  of  surveys  conducted  which  will 
result  in  improved  asset  management  and 
utilization  recommendations  throughout  the 
Government. 

A  six  year  trend  is  illustrated  in  Figure  2. 
The  chart  reflects  the  change  in  Fiscal 
Year  1991  from  surveying  many  properties 
to  surveying  more  valuable  properties, 
resulting  in  a  drop  in  surveys  in  fiscal  year 
1991.   Fiscal  year  1993  reflects  the 
redirection  to  broaden  the  scope  of  the 
program  and  to  ensure  FPRS  exercises  to 
the  fiill  extent  its  policy  and  oversight 
responsibilities  for  improving  asset 
management. 
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Figure  2 
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GENERAL  MANAGEMENT  AND  ADMINISTRATION 
S(THOUSANDS) 


FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

FY  95/94 
Change 

Direct  Prognini: 

General  Management  and  Administration 
Unobligated  Balance  Expiring 

$33,291 
709 

$31,435 

$  33.208 

+  1.773 

Total  Budget  Authority 

$34,000 

$31,435 

$  33,208 

+  1,773 

Net  Outlays 

$28,785 

$31,502 

$31,194 

+  1,645 

Employment  (FTE) 

297 

290 

323 

+  33 

EXPLANATION  OF  ESTIMATES 

Pay  raises,  including  locality  pay,  have  been 
absorbed  within  the  amount  requested  In 
addition  the  price  increases  for  supplies, 
services,  and  RENT  have  been  absorbed 
within  the  amount  requested.  The  net 
difference  of  $1.8  million  between  the  fiscal 
year  1994  appropriation  and  the  fiscal  year 
1995  request  of  $33  2  million  is  due  to:  (1)  a 
reduction  in  the  fiscal  year  1995  planning 
ceiling  of  $17  million  due  to  mandatory 
targets  imposed  by  the  Omnibus  Budget 
Reconciliation  Act,  and  (2)  an  increase  of 
$3.5  million  as  a  result  of  the  transfer  of 
funding  for  four  programs  to  the  direct 
appropriation  that  were  previously  funded 
fi-om  the  General  Management  and 
Administration  Centralized  Administrative 
Support  reimbursable  program. 

The  General  Management  and 

Administration  (GMA)  anivities  of  GSA  will 
continue  to  foster  an  environment  for 
innovative  ideas  that  empower  employees, 
reduce  costs,  and  provide  greater  customer 
service  They  will  also  ensure  GSA's 
implementation  of  recently  signed  Executive 
Orders  to  establish  and  implement  customer 


service  standards.  streamline  agency 
operations,  and  eliminate  half  of  the  internal 
regulations. 

Consistent  with  the  views  and 
recommendation  of  the  National 
Performance  Review,  the  Office  of 
Acquisition  Policy  will  continue  to  work 
aggressively  to  reform  and  reduce 
Government-wide  and  agency-wide 
regulations,  promote  the  use  of  commercial 
products,  and  look  for  ways  to  achieve  better  • 
use  of  resources,  especially  automation. 

In  1995.  GSA  is  proposing  to  fund  through 
the  GMA  portion  of  the  direct  OE  GSA 
appropriation,  four  programs  that  are 
currently  funded  through  the  GMA  internal 
reimbursable  centralized  administrative  staff 
support  account  They  are  Committee 
Management  Secretariat,  Administrative 
Supf)ort  for  Furnishing  Congressional  State 
and  District  Offices,  Emergency 
Preparedness  and  Cooperative 

Administrative  Support  Units  The  costs  of 
these  programs  are  currently  distributed  to 
GSA  accounts  and  are  therefore  reflected  in 
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the  prices  of  GSA  furnished  goods  and 
services.  These  programs  would  be  more 
appropriately  funded  from  the  direct  OE 
GSA  appropriation  because  they  are  in 
support  of  externally  focused  activities  rather 
than  in  support  of  GSA's  internal 
administrative  operations. 

WORKLOAD  MEASURES 

The  Board  of  Contract  Appeals  continued 
during  FY  1993  to  process  its  caseload  with 


increasing  success  It  continued  to  meet 
tight,  mandatory  statutory  time  frames  for 
deciding  bid  protests,  and  to  process  most 
appeals  within  reasonable  time  frames.  The 
implementation  of  the  recommendations  of 
the  National  Performance  Review,  such  as 
the  revision  of  the  Federal  Acquisition 
Regulation  (FAR)  is  likely  to  produce  a 
substantial  increase  in  the  Board's  already 
heavy  workload.  Workload  measures  for  the 
Board  of  Contract  Appeals  are  shown  in  the 
following  table: 


Board  of  Qwlract  Afifieali 

FYIW3 
Actnal 

FY  1994 

FY  1995 

Estinulc 

Percent 
Chinp 

L  Appeds 

a.  Cam  received. „ _ 

h   '~tfnrintml                     

234 
280 
238 

333 

340 
91 

23S 

280 
193 

320 

320 

91 

330 
330 
193 

350 

350 

91 

40% 
18% 
0% 

9% 
9% 
0% 

c    Cuci  pending _._._...._._ 

1  BldPnxatt 

(■    C^'T^rir^ 

c  Cua  pending _ 
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BACKGROUND 


HIGHUGHTS 


The  Working  Capital  Fund  (WCF)  currently 
supports  short  run,  fast  tum-around  printing 
and  duplicating  services  provided  to  GSA  and 
other  agencies.  Beginning  in  1995  the  Working 
Capital  Fund  will  also  include  internal  and 
external  reimbursable  activities  previously 
funded  through  the  General  Managenient  and 
Administrariop  (GMA)  account 

The  internal  reimbursable  activity  provides 
Centralized  Administrative  Support  services 
that  consist  of  personnel,  administrative, 
financial  and  budgetary  support,  legal  advice 
and  services,  procurement  support,  equal 
employment  opportunity,  gr^hic  services  and 
small  business  activities. 

The  external  reimbursable  activity  provides  a 
range  of  services  to  other  agencies  and 
commissioits  that  includes  budget,  payroll, 
accounting,  personnel,  and  training. 

THE  FY  1995  BUDGET  IN  BRIEF 

The  Working  Capital  Fund  activities  of  GSA 
will  continue  to  provide  customers  with  timely, 
high  quality  administrative  services,  and 
participate  in  and  promote  Federal  government 
'test  labs'  for  iiuxsvative  ideas  that  empower 
employees,  reduce  costs,  and  provide  greater 
customer  service.  An  example  of  a  GSA 
innovation  is  the  Telecommuting  Center 
Program,  thai  will  permit  employees  who 
travel  long  distances  to  report  to  a 
telecommuting  center  one  or  more  days  a 
week  as  an  alternative  to  a  time  and  energy 
consuming  commute. 


In  order  to  be  the  provider  of  choice 
throughout  the  Federal  Government,  GSA  wiD 
continue  to  support  initiatives  that  improve 
customer  service,  cut  red  tape,  empower 
employees,  and  provide  investnnents  in  ofBce 
technology.  GSA  will  be  challenged  to  right 
size  the  workforce  while  maintaining  our 
agency  mission  to  provide  quaUty  service  to 
our  customers. 

Centralized  Administrative  Support 

In  providing  centralized  administrative  support 
services  to  GSA  Services  and  Staff  Offices,  the 
mission  of  the  Staff  Support  offices  reflects  the 
agency-wide  mission  of  providing  quality 
service  to  the  customers  in  a  timely  and  cost 
effective  manner  to  assist  the  customers  in 
accomplishing  their  goals.  This  will  be 

accomplished  by  building  and  training  a  high 
quality,  diversified  workfwce. 

Custonner  service  wiD  be  strengthened  overall 
through  individual  office  improvement 
initiatives.  Human  resource  issues  such  as: 
right  sizing  the  agency  workforce;  supervisory 
span  of  control  ratio;  greaur  equal  opportunity 
and  diversity;  and  reducing  agency  ptersoniKl 
regulations  will  be  addressed.  The  Office  of 
the  Chief  Fiitancial  Officer  is  constructing  an 
Information  Strategic  Plan  for  Fmancial 
Management  to  develop  a  long-range  systems 
strategy  and  has  established  a  financial 
management  task  force  to  improve  the  quality 
of  financial  reporting.  These  initiatives,  n 
conjunction  with  improvements  to 
procuretnent  regulations,  are  being  developed 
to  enhance  the  quahty  of  customer  support. 


WCF-1 


362 


General  Services  Administration 
WORKING  CAPITAL  FUND 


Printing  and  Duplicating 

Program  manageis  meet  witli  customos, 
constantly  review  and  evaluate  automated 
processes  and  advanced  technologies,  and  test 
related  equipment  whicfa  could  assist  in  the 
execution  of  quality  printing  and  reproduction 
services.  Program  managers  also  examine 
policies  and  reguladoos  to  enhance  sound 
business  decisions.  We  realize  that  in 
perfecting  the  quality  of  service,  we  can  ensure 
the  best  value  to  the  Federal  government  and 
the  taxpayer. 

External  Retanbursabie 

The  administrative  services  provided  through 
this  activity  are  similar  in  nature  to  those  pro- 
vided through  the  Centialized  Administrative 
Support  programs.  The  customers  serviced 
through  this  activity  will  likewise  benefit  from 
the  training  and  enqxtwennrat  of  the  GSA 
workforce. 

NEW  DIRECTIONS 

In  1995  we  are  [Hoposing  the  restructuring  of 
the  Working  Capital  Pimd  to  include  the 


financing  of  the  activities  formerly  reflected  as 
reimbursable  programs  in  the  General 
Management  and  Administration  account. 
While  this  action  will  consolidate  support 
functions  into  a  sin^e  account,  it  will  not 
affect  the  current  customer  payment 
arrangements.  Printing  and  duf^cating 
services  will  continue  to  be  fiiuuioed  from  this 
account  This  proposal  is  similar  to  working 
capital  fimd  structures  in  other  major  agencies 
where  consolidated  support  services  are 
provided  to  agency  program  offices.  New 
Working  Capital  Fund  language  follows  the 
financial  data. 

RESOURCES 

The  Working  Capital  Fund  estimates  the 
income  and  expenses  for  FY  1995  will  be 
$196,128  million.  The  total  fiill-time  equivalent 
(FTE)  positions  requested  few  all  WCF 
activities  is  2,212,  a  reduction  of  91  FTE  from 
the  fiscal  year  1994  request.  The  following 
provides  information  on  itKX>tne,  expense, 
obligations  and  enq>loyment 


WORKING  CAPITAL  FUND 
$(THOUSANDS) 


FYW93 
Actnl 

FY19M 
CBmot 

FY  1995 
Reqaot 

FY  95/94 
Change 

Inrome 
ExpcoK 

$  180.420 
-$  179,936 

$194,241 
S  194,241 

$  196.128 
$196,128 

+1.887 
+1.887 

Profit  (LoH) 

$987 

SO 

$0 

$0 

Total  ObHcatioBs 

$  186,420 

$194,241 

$196,128 

+1,887 

Total  Emptoyinent 

2,293 

2J03 

2,212 

-91 
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EXPLANATION  OF  ESTIMATES 


The  fiscal  year  1995  budget  request  represents 
a  net  increase  of  $1 .9  millioD  over  the  previous 
year's  resource  level.  Changes  in  the  budget 
estimates  between  fiscal  years  1994  and  1995 
are  a  result  of  the  following  increases:  $5.0 
milliaa  in  supftort  of  logistical  and  technical 
support  for  the  1996  Sununer  Olympics,  and 
$387,000  primarily  associated  with  operating 
costs  for  printing  and  duplication.  These 
increases  are  offset  by  a  reduction  of  $3.5 
million  which  is  a  result  of  transferring  4  staff 
offices  bom  the  internal  reimbursable  activity 


to  the  Direct  OE  GSA  appropriation  discussed 
in  that  account. 

WORKLOAD  MEASURES 

Workload  measures  are  provided  for  the 
Offices  of  Administrative  Programs  and 
Support,  Personnel,  Regional  Acquisition 
Management,  activities  of  the  Office  of  the 
Chief  Fmancial  Officer  and  the  Printing  and 
Duplicating  program. 


Centralized  Administrative  Support 
Office  of  Administration 
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Office  of  the  Chief  Financial  Officer 


OOk*  af  *■  Ckkr  riHKW  oaior 

rYi»»3 

rY1994 

rvins 

r«reaat 
Ommtt 

1.  DncoiUi  Enad  

7  hnm  paid  iv  •~K>n«  ifi#Tm>f 

95.90% 
$49.43 

13.00% 

9430% 

2,lgl.09« 

3<MMS 

9630% 
$30.00 

tS.00% 

95.00% 

2,1»3.000 

31400 

9630% 
$30  JM 

•3.00% 

93.00% 

2.I85«» 

3IJ00 

0% 
0% 

0% 

0% 
0% 
0% 

3.  riiuMip  cf  eqifeycei  paid  by 

4.  Paaaali«e  o^  veader  payiaeatt  aade 

1/  Nmnber  of  employeet  payrolled  mcKMliin  onall  ageada  and  commiuioiu. 


24e.SM 


vtsjm- 


vu,sm 


24tMM 


240,»» 


24<Mm1 


OfBce  of  Finance  -  Selected 
Woridoad  Measures 


rv»« 


T  N3% 


9i.9% 


9&5% 


95.»« 


*45% 


*4.»% 


FV» 


FVJ* 


WCF-4 


365 


General  Services  Administration 
WORKING  CAPITAL  FUND 


Printing  and  Duplicating 

Customer  sadsfaction  surveys  and 
questionnaires  are  obtained  on  a  regular  basis 
to  rate  perfonnance  and  evaluate  customer 
needs.  Other  woiidoad  measures  are  ratio  of 


printed  units  to  employment  levels, 
comparison  of  sales  (historically)  and 
gain/loss  comparisons. 


Prkited  units  incnaied  63%  trxm  580  mOUoii  In  FY  IMS  to  949  mOBaa  hi  FY  1993  and  printed  anMs  per 
woctytT  ioatrntd  C%  from  IJ8»  mUbop  In  FY  1985  to  3.43  to  FY  1993  wlUk  emptoyment  terth  dtcttntd. 
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Sakt  tocre—ed  70%  fnNn  22J  nrflboa  to  FY  1985  to  37.7  millioa  to  FY  1993,  while  employment 
from  308  FTE  to  FY  1985  to  286  FTE  to  FY  1993. 
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WORKING  CAPITAL  FU^fD 

Obligattons  by  Object  Class 

SCThousands) 

FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

Personnel  Compensadoo: 
11.1      Full-time  pennanent 
11.3     Otber  than  pennanent 
11.5     Other  personnel  compensation 

11.8  Special  personal  service  payments 

1 1 .9  Total  personnel  compensation 
12.1      Civilian  personnel  benefits 

1 3.0     Benefits  for  former  personnel 

2 1 .0     Travel  and  transportation  of  persons 

22.0  Transportation  of  things 

23. 1  Rental  payments  to  GSA 

23.3     Comraunicaiions,  utibties.  and  misc  charges 
24.0     Printing  and  reproduction 

25.2  Other  services 

26.0     Supplies  and  nvtfrriaV; 

31.0     Equipment 

42.0     Insurance  claims  and  indemnities 

85391 
1,689 
2,159 

422 
89,664 
17,680 
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15.033 

5.965 
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Total  Obligations 
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APPROPRIATION  LANGUAGE 

Amounts  received  for  administrafive  support  services  provided  under  this  hi-ari  thall  hr  credrtgd  tn 
an  merged  with  the  Fund  tn  remain  available  until  expended,  for  operating  cnst-i  and  capital  niillavs 
of  tfac  Fund  and  for  the  necessaiv  expenses  of  administrative  suppon  services  including  accounting. 
budgcL  personnel,  legal  support  and  other  related  services:  and  the  maintenance  and  operation  of 
printing  and  reproduction  facilities  m  support  of  the  functions  of  the  General  Services 
Administration,  other  Federal  agencies,  and  other  entities:  and  other  such  administrative  and 
managffmmt  services  that  the  Administraiof  of  GSA  deems  Bppropnatr  and  advantageous  (sublet  to 
prior  notice  to  the  Office  of  Management  and  Budget):  Provided.  That  entities  for  which  such 
services  are  performed  shall  he  charged  ai  rates  which  will  return  in  fuU  the  cost  of  opermons. 
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Thursday,  February  24,  1994. 

ALLOWANCES  AND  OFFICE  STAFF  FOR  FORMER 

PRESIDENTS 

witnesses 
willlam  b.  early.  jr..  director  of  budget 
jon  jordan,  controixer,  office  of  administration 

Introduction 

Mr.  HOYER.  The  Treasury,  Postal  Service  and  (General  Gk)vern- 
ment  Committee  will  come  to  order. 

We  are  pleased  to  have  with  us  Mr.  William  Early,  who  will  be 
testifying,  on  the  accounts  for  the  former  Presidents.  Is  that  cor- 
rect? 

Mr.  Early.  Yes,  sir. 

Mr.  HoYER.  If  you  have  a  statement,  you  may  proceed. 

Mr.  Early.  Yes,  sir,  I  have  a  short  statement. 

I  am  pleased  to  have  this  opportunity  to  briefly  summarize  GSA's 
1995  budget  request  for  the  Allowances  and  Office  Staff  for  Former 
Presidents. 

The  Allowances  and  Office  Staff  for  Former  Presidents  appro- 
priation is  authorized  by  the  Former  Presidents  Act  of  1958.  It  pro- 
vides for  an  annual  pension  to  each  former  President  and  to  each 
widow  of  a  former  President.  While  the  budget  request  for  1995  of 
$2,740,000  is  $93,000  below  last  year's  appropriation,  it  will  pro- 
vide for  continued  funding  of  entitlements  under  the  law,  such  as 
pensions,  the  com.pensation  of  office  staffs  and  related  operating  ex- 
penses for  former  Presidents  Nixon,  Ford,  Carter,  Reagan  and 
Bush,  as  well  as  the  pension  and  franking  privileges  for  the  widow 
of  former  President  Johnson. 

This  completes  my  opening  statement,  Mr.  Chairman.  We  will  be 
pleased  to  respond  to  any  questions  that  you  may  have. 

[The  prepared  statement  of  Mr.  Dennis  Fischer  follows:] 
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STATEMENT  BY  MR.  DENNIS  J.  FISCHER 
CHIEF  FINANCIAL  OFFICER,  GENERAL  SERVICES  ADMINISTRATION 

BEFORE  THE 

SUBCOMMITTEE  ON  TREASURY,  POSTAL  SERVICE  AND  GENERAL  GOVERNMENT 

OF  THE  HOUSE  COMMITTEE  ON  APPROPRIATIONS 

Mr  Chairman  and  Members  of  the  Subcommittee: 

I  am  pleased  to  have  this  opportunity  to  briefly  summarize  the  General  Services  Administration's  1995 
budget  request  for  the  Allowances  and  Office  Staff  for  Former  Presidents. 

The  Allowances  and  Office  Staff  for  the  Former  Presidents  appropriation  is  authorized  by  the  Former 
Presidents  Act,  Public  Law  85-745  (3  U.S.C   102  note)  of  August  25,  1958,  as  amended    It  provides  for 
an  annual  pension,  paid  monthly  to  each  former  President  and  each  widow  of  a  former  President    While 
the  budget  request  for  FY  1995  of  $2,740,000  is  $93,000  below  the  FY  1994  appropriation,  it  will 
provide  for  continued  funding  of  entitlements  under  the  law,  such  as,  pensions,  the  compensation  of 
office  staffs  and  related  operating  expenses  for  former  Presidents  Nixon,  Ford,  Carter,  Reagan  and  Bush, 
as  well  as  the  pension  and  franking  privileges  for  the  Widow  of  former  President  Johnson. 

This  completes  my  summary  statement  Mr  Chairman    We  would  be  pleased  to  respond  in  greater  detail 
to  those  areas  of  specific  interest  to  the  Subcommittee. 
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BUDGET  DECREASES 

Mr.  HOYER.  This  request  is  $93,000  less  than  1994? 

Mr.  Early.  $93,000  less,  yes,  sir. 

Mr.  HoYER.  What  accounts  for  that  decrease? 

Mr.  Early.  Primarily  the  reductions  overall  to  meet  the  budget 
caps  that  all  of  the  agencies  are  reflected  in  codified  reduction  and 
administrative  expenses. 

Mr.  HOYER.  Okay.  How  is  it  distributed? 

Mr.  Early.  It  is 

Mr.  HOYER.  The  pensions,  obviously,  are  not  effected.  That  is  a 
given.  That  is  a  statutory  given. 

Mr.  Early.  That  is  correct. 

Mr.  Hoyer.  So  it  is  essentially  to  staff  and  the  office  expenses. 
Is  it  all  taken  out  of  office  expenses? 

Mr.  Early.  It  will  be  the  expenses.  The  staff  is  authorized  a  dol- 
lar level  and  we  budget  for  that  each  year.  There  and  been  no 
budget  increases  in  that  salary  level  since  1970. 

Mr.  HOYER.  Okay. 

EXPENSES  AND  BENEFITS 

President  Bush  has  approximately  $54,000  more  than  the  other 
Presidents.  Is  that  because  the  time  of  transition  is  such  that  it  re- 
duces as  time  goes  by,  is  that  it?  He  is  still  within  the  framework 
of  a  higher  allowances  or  is  there  another  reason? 

Mr.  Early.  I  am  sorry,  you  said  Mr.  Ford? 

Mr.  Hoyer.  Bush. 

Mr.  Early.  Mr.  Bush  is  entitled  to  a  larger  amount  for  his  staff 
and  office.  The  act  permits  the  payment  of  staff  salaries  at 
$150,000  for  the  first  30  months  that  he  is  out  of  office.  And  then 
it  drops  to  $96,000.  He  is  the  only  one  that  has  a  higher  allowance. 

Mr.  Hoyer.  Now,  you  have  benefits  for  former  personnel,  pen- 
sions, $148,400.  Can  you  tell  me  what  that  is? 

Mr.  Early.  That  is  the  pension  that  the  former  President  re- 
ceives. It  is  calculated  at  the  amount  that  a  Cabinet  officer  receives 
and  is  unchanged  since  January  10,  1993. 

Mr.  Hoyer.  All  right. 

Now  Mrs.  Johnson  only  gets  $20,000? 

Mr.  Early.  That  is  correct. 

Mr.  Hoyer.  Now,  fortunately  for  her,  it  is  not  a  question  of  per- 
sonal worry  about  her  welfare.  However,  it  is  the  amount  that  is 
set  for  widows. 

Mr.  Early.  That  is  correct.  The  act  identifies  a  fixed  amount  for 
the  pension  for  a  widow.  It  was  established  in  1971. 

Mr.  Hoyer.  At  the  rate  of  $20,000? 

Mr.  Early.  At  the  rate  of  $20,000,  and  there  are  no  pay  raise 
or  inflation  escalators.  It  is  a  fixed  amount;  it  has  been  unchanged 
since  1971.  It  was  initially  established  in  1958  at  $10,000  and 
raised  in  1971.  It  has  not  been  changed  since. 

travel  VARIANCES 

Mr.  Hoyer.  Okay.  I  note  that  the  travel  varies  significantly.  Why 
is  that? 
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Mr.  Early.  We  usually  work  with  the  staffs  of  the  former  Presi- 
dents on  what  they  estimate  their  travel  amounts  will  be.  We  have 
historically  had  it  a  little  on  the  high  side  because  we  have  had  a 
travel  limitation  that  they  could  not  exceed.  Otherwise,  if  they  had 
some  unexpected  travel,  they  would  not  be  able  to  accomplish  it. 

This  Committee  has  removed  that  limitation.  They  have  not  been 
spending  the  amount  that  has  been  listed  in  the  activity  class  for 
that  travel.  They  have  been  spending  less  than  that  each  year. 

Mr.  HOYER.  The  amounts  continue  to  vary  substantially.  For  ex- 
ample, the  difference  between  President  Ford  and  President 
Carter,  is  about  $42,100. 

Mr.  Early.  Some  of  that  is  related  to  the  actual  experience  that 
they  have  had. 

Take  for  example,  Mr.  Carter. 

Mr.  HOYER.  President  Carter  travels  a  lot,  but  is  that  picked  up 
by  somebody  else? 

Mr.  Early.  That  is  correct.  The  former  Presidents  do  not  usually 
turn  in  travel  vouchers  to  us  for  payment,  so  this  is  almost  exclu- 
sively for  the  staff  that  may  be  accompanying  them.  Mr.  Carter's 
staff  has  not  vouchered  with  us  or  they  do  not  travel  with  him. 

The  actual  expenses  for  last  year  ranged  from  a  low  of  $2,100  for 
Mr.  Carter  to — I  am  sorry.  Actually,  Mr.  Carter  charged  us  no  trav- 
el for  1993.  The  largest  amount  of  travel  was  $44,782  for  another 
former  President. 

Mr.  HoYER.  That  was  for  Mr.  Reagan? 

Mr.  Early.  Mr.  Ford. 

OFFICE  SPACE 

Mr.  HOYER.  Mr.  Ford. 

What  about  rental  payments  to  GSA?  Mr.  Reagan's  are  higher 
than  the  next  highest  by  approximately  $200,000,  or  almost  two- 
and-a-half  times  as  large  as  the  next  highest.  What  explains  that? 

Mr.  Early.  There  are  two  major  factors  in  the  cost  of  the  office 
space.  The  major  one  is  the  cost  per  square  foot,  which  is  related 
to  their  location.  Mr.  Reagan  is  in  downtown  Los  Angeles,  and  it 
is  the  highest  cost  per  square  foot.  Mr.  Carter  is  in  the  suburbs  of 
Atlanta  and  has  the  lowest  cost  per  square  foot.  One  is  almost 
three  times  the  other  on  a  cost  per  square  foot  charge. 

The  other  is  related  to  the  size  of  the  offices.  Most  of  the  former 
Presidents  are  fairly  close.  Mr.  Reagan's  is  the  largest. 

Mr.  HoYER.  What  are  the  sizes  of  those  offices,  just  for  compari- 
son sake? 

Mr.  Early.  The  office  space  size  for  Mr.  Reagan,  being  the  larg- 
est, is  5,912  square  feet.  And  the  smallest  is  Mr.  Ford's  at  2,792 
square  feet. 

Mr.  HOYER.  Okay.  So  they  are  still  relatively  small. 

Mr.  Early.  Mr.  Reagan's  was  established  at  a  time  that  he  could 
have  more  staff,  the  first  30  months  out  of  office.  Sometimes  that 
space  becomes  smaller  when  staff  leaves,  to  reduce  the  cost. 

FORMER  PRESIDENT  AND  WIDOW  ENTITLEMENTS 

Mr.  HOYER.  Now,  is  Mrs.  Johnson  entitled  to  any  additional  ex- 
penses beyond  the  $22,124  that  is  budgeted  here?  There  are  zeros 
indicated  in  all  of  the  other  items:  personnel  compensation,  person- 
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nel  benefits,  travel,  rental  payments  to  GSA,  et  cetera.  Is  she  enti- 
tled to  any  of  those? 

Mr.  Early.  The  only  entitlements  under  the  Former  Presidents 
Act  itself  are  the  pension  and  a  compensation  for  the  postal  frank- 
ing privilege.  She  still  gets  Secret  Service  protection.  It  is  not  in 
this  account.  These  are  the  only  charges  that  are  authorized  under 
this  act. 

Mr.  HOYER.  All  right.  I  have  no  further  questions. 

Mr.  Lightfoot. 

BUDGET  DECREASES 

Mr.  Lightfoot.  Thank  you,  Mr.  Chairman. 

Good  to  see  you  again.  Kind  of  like  going  to  a  movie.  We  walk 
in,  and  we  pick  right  up  with  the  preview. 

Mr.  Early.  Hope  it  gets  better  over  time. 

Mr.  Lightfoot.  Looking  at  the  increase  for  1994  as  a  result  of 
adding  former  President  Bush's  expenses  and  then  reduction  out  in 
1995  being  the  result  of  nonrecurring  expenses  in  that  regard,  are 
the  other  factors  involved  in  reduced  budget  on  this  account— does 
that  explain  the  differential  in  the  numbers? 

Mr.  Early.  Yes,  it  does.  The  1994  request  was  larger  than  1993 
because  we  had  a  new  former  President.  There  was  a  full-year  cost 
for  that.  In  1995,  the  base  program  is  essentially  the  same,  and  we 
have  some  across-the-board  administrative  cost  changes,  but  that 
is,  essentially,  the  only  change  you  see  between  1994  and  1995. 

Mr.  Lightfoot.  Okay.  Last  year,  there  was  a  compromise  on 
how  we  were  going  to  phase  Presidents  out  and  so  on.  For  the 
record,  could  you  give  us  a  chart  or  a  breakdown  that  would  show 
us  how  this  whole  thing  for  the  phaseout  of  current  Presidents  is 
going  to  affect  the  budget  in  the  next  few  years?  Just  to  give  us 
an  idea  where  we  may  be  going  in  terms  of  dollars  spent  in  that 
area. 

Mr.  Early.  The  amendment  that  was  agreed  upon  last  year 
would  remove  for  current  former  Presidents  and  their  widows  sup- 
port for  an  office  staff,  everything  except  pensions,  after  five  years 
from  October  1,  1993.  That  would  be  1998.  We  would  have  a  budg- 
et request  only  for  the  pensions  for  the  current  former  Presidents 
and  widows.  TTie  budget  for  other  costs  would  drop  to  zero. 

Mr.  Clinton  and  subsequent  Presidents  will  have  the  full  avail- 
ability of  this  account  only  for  five  years  from  the  time  they  leave 
office. 

partisan  political  provision 

Mr.  Lightfoot.  Okay.  I  have  got  three  questions  here  from  Mr. 
McDade  that  he  asked  us  to  ask  for  him. 

Current  law  provides  that  none  of  the  funds  appropriated  may  be 
used  for  partisan  political  activities.  It  is  proposea  that  this  general 
provision  be  continued  again  in  fiscal  year  1995.  And  Mr.  McDade 
is  curious  as  to  what  guidelines  are  used  to  determine  whether  an 
activity  is  a  partisan  political  one.  How  do  Mr.  Carter  or  Mr.  Bush 
or  any  of  them  figure  out  what  is  partisan  and  what  isn't? 

Mr.  Early.  It  is  difficult.  I  will  say  that  we  certainly  support  the 
continuation  of  that  provision.  We  do  not  find  it  affects  us  too 
much.  It  may  assist  us  some  since  that  has  been  the  policy  that 
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we  have  been  following  in  administering  this  account.  We  have  a 
good  working  relationship  with  the  former  President's  staffs  and 
they  check  with  us  about  those  kind  of  issues. 

If  a  former  President  or  a  staff  member  is  going  to  go  make  a 
speech  at  a  university,  we  will  pay  for  it.  If  he  is  going  to  go  to 
a  fund-raiser,  we  ask  them  to  not  send  us  that  travel  voucher.  We 
try  to  handle  these  issues  on  the  front  end. 

As  we  start  up  with  each  former  President  there  may  be  a  few 
requests  that  we  have  to  reject.  But,  usually  we  work  out  a  good 
working  relationship  to  where  we  chat  with  them  on  the  type  of 
things  that  they  are  going  to  buy  or  the  purpose  of  the  travel  so 
that  we  don't  have  to  formally  face  those  issues.  We  make  it  clear 
to  them  that,  due  to  the  nature  of  this  account,  all  of  their  vouch- 
ers, all  of  their  information,  is  of  public  record. 

The  press  is  usually  very  interested.  They  invariably  come  in  and 
go  over  our  files  so  they  can  write  their  stories.  We  alert  the  staff 
to  that  issue  and  it  usually  works  out  pretty  well. 

Mr.  LiGHTFOOT.  Is  there  a  paper  trail  that  the  former  Presidents 
try  to  establish  so  they  can  document  that,  you  know,  they  have 
talked  with  you  and  said,  okay,  GSA  told  us  that  this  is  political 
so  we  have  got  to  categorize  this  politically?  Or  they  said  it  is  okay, 
we  can  do  this  as  an  official  kind  of  event?  Is  there 

I  guess  the  question  is  maybe  not  if  they  are  required  but  do 
they  put  together  some  kind  of  documentation  so  that  if  a  reporter 
looks  at  your  records  and  says,  well,  gee,  President  X  went  on  this, 
it  looks  political,  then  they  go  to  the  next  President  X.  Is  there  doc- 
umentation, a  paper  trail,  I  guess? 

Mr.  Early.  I  think  that  is  a  mixed  bag.  I  don't  know  what  they 
do  in  their  files.  Many  of  those  discussions  are  done  informally 
with  us,  and  we  would  not  have  that  paper  trail.  There  are  occa- 
sions where  they  formally  ask  us  for  an  opinion  on  issues,  and  we 
formally  respond.  There  is  clearly  a  paper  trail  then  that  we  have 
had  a  dialogue  on  those  issues. 

Mr.  LiGHTFOOT.  So  you  do  make  opinions  on  request,  and  you 
work  with  them  in  that  area? 

Mr.  Early.  That  we  do. 

Mr.  LiGHTFOOT.  Okay.  Because  I  know  it  is  really  a  gray  area. 
And  trying  to  determine  sometimes  what  is  what,  is  kind  of  like 
forecasting  whether  there  is  life  on  Mars,  I  guess. 

Mr.  Early.  It  surely  is.  They  are  all  very  sensitive  in  that  once 
you  have  made  the  judgment  call  you  can't  turn  back  on  it  after 
it  has  been  performed  and  documented.  Anybody  can  raise  ques- 
tions, but  you  can't  turn  it  around. 

Mr.  LiGHTFOOT.  But  they  do  come  to  you  and  seek  advice  on  this 
sort  of  thing  and  you  offer  it? 

Mr.  Early.  Yes,  they  do. 

FUNDING  MECHANISM 

Mr.  LiGHTFOOT.  Okay.  The  way  the  funds  are  disbursed,  do  they 
get  that  in  a  lump  sum,  quarterly  payments,  monthly  check,  when 
they  need  it?  What  is  the  procedure  on  disbursing  the  money? 

Mr.  Early.  We  do  our  best  to  treat  them  like  any  other  Federal 
activity.  We  provide  them  a  funding  document  on  a  quarterly  basis, 
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as  we  do  all  of  our  other  accounts  that  come  under  the  Anti-Defi- 
ciency Act. 

We  pay  the  bills,  so  they  send  them  to  us.  There  is  a  certified 
representative  of  the  former  President  that  signs  and  authorizes  us 
to  make  payment.  We  review  them  and  make  payment  just  as  we 
do  for  any  other  Federal  obligation. 

We  have  a  single  accounting  system.  They  do  not  pay  the  bills 
directly.  They  do  not  get  dollars  or  advance  funding  or  anything 
like  that. 

It  is  just  like  the  same  way  you  run  your  office.  They  have  a 
budget.  We  give  them  financial  reports  showing  how  they  are  doing 
against  it.  They  have  some  limitations  based  upon  the  statute  such 
as  the  number  of  people  who  can  travel  and  the  total  dollar  limita- 
tion on  staff  salaries. 

Mr.  LiGHTFOOT.  Items,  travel,  some  of  those  things  would  be  re- 
imbursements? 

Mr.  Early.  If  it  is  for  the  office  expenses,  we  would  pay  the  bills 
directly.  It  is  only  for  personal  travel  where  they  would  incur  the 
expense  and  voucher  for  it.  For  the  others,  the  bills  are  rendered 
directly. 

They  are  charged  rent  like  any  other  office,  and,  therefore,  they 
don't  pay  utilities.  They  pay  rent  to  GSA. 

Mr.  LiGHTFOOT.  So  from  your  first  statement  then,  in  essence, 
they  are  treated  like  the  guy  that  works  down  at  USDA  or  wher- 
ever? 

Mr.  Early.  Absolutely. 

Mr.  LiGHTFOOT.  Okay.  Thanks,  Bill. 

STAFF  AND  SPACE 

Mr.  HOYER.  Would  you  provide  for  us  the  information  about  the 
square  footage.  Do  you  have  that  list  now? 
Mr.  Early.  Yes,  I  do. 
[The  information  follows:] 
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TRAVEL  COSTS 

Mr.  HOYER.  The  travel  and  transportation  portion  went  from 
$65,000  in  1993  to  $158,000,  two  and  a  half  times,  in  fiscal  year 
1994.  Why  did  we  increase  that  so  much?  Was  that  all  President 
Bush's,  that  increase? 

Mr.  Early.  A  large  portion  of  that  is  going  to  be  Mr.  Bush  in 
that  he  was  not  in  the  base.  He  spent  $6,000  in  1993,  but  funds 
were  available  for  him  only  for  the  last  quarter  of  the  year,  in  that 
being  a  transition  year.  In  1994,  he  was  budgeted  for  $46,000  and 
in  1995,  $44,000,  so  you  can  see  a  big — almost  a  $40,000  change 
there  is  because  he  is  eligible  for  the  first  time  on  a  full  year  basis 
in  1994. 

Mr.  Hover.  In  fiscal  year  1995  it  is  reduced.  We  had  four  former 
Presidents  in  1993,  right? 

Mr.  Early.  I  believe  so. 

Mr.  Hover.  And  you  had  $65,000  or  approximately  $16,000 

Mr.  Earlv.  Well,  we  had  four  in  1993  for  nine  months,  and  five 
for  12  months. 

Mr.  Hover.  1993? 

Mr.  Earlv.  In  1993,  Mr.  Bush  was  eligible  in  1993  for  three 
months. 

Mr.  Hover.  If  that  is  the  difference,  then  you  had  4.3  into 
65,000,  if  you  do  it  pretty  equally,  which  would  give  you  $15,100 
each.  Now  you  have,  two  years  later,  more  than  a  200  percent  in- 
crease. 

If  1994,  for  instance,  was  the  glitch  because  of  the  transition  and 
travel  and  transportation  of  persons,  what  I  am  trying  to  get  at — 
well,  you  see  what  I  am  trying  to  get  at.  A  very  substantial  in- 
crease in  one  year  for  transition  is  understandable,  getting  every- 
thing back  and  forth  and  doing  all  that  sort  of  thing.  However,  you 
continue  that  object  class — 21 — at  approximately  two-and-a-half 
times  or  two-and-a-third  times  the  fiscal  year  1993  level.  I  was 
thinking,  well,  you  have  one  additional  President,  so  you  add  an- 
other $16,000  or  so  on  the  1993  level  and  your  base  would  be 
$81,000. 

Mr.  Earlv.  Same  numbers  a  different  way.  We  show  it  goes  from 
an  actual  of  $65,000  in  1993  to  $158,000  in  1994.  There  is  a 
$40,000  increase  because  Mr.  Bush  wasn't  there.  That  would  bring 
the  65  up  to  105.  The  funds  that  were  available  in  1993  that  were 
unspent 

Mr.  Hover.  Let  me  stop  you  there.  If  you  add  $40,000  because 
Mr.  Bush  wasn't  there — but  the  remaining  four  spent  $16,000 
apiece.  So  Mr.  Bush  is  spending  two  and  a  half  times  what  the  pre- 
vious four  did,  assuming  it  is  even? 

Mr.  Earlv.  Well,  the  other  part  of  it  is  the  amount  that  was 
available  in  1993  was  unspent  by  $60,000. 

Mr.  Hover.  So  there  was  only  $5,000  spent? 

Mr.  Earlv.  No,  there  was  $126,000  available  in  the  budget  for 
1993;  $65,000  was  spent.  There  was  $60,000  unspent  in  that  object 
class.  And  the  former  Presidents  overall  returned  to  the  Treasury 
$138,000  unspent. 

Mr.  Hover.  Last  year? 

Mr.  Earlv.  The  1993,  actual. 


379 

Mr.  HOYER.  Okay.  What  is  the  history  of  that?  Can  you  give  me 
1991,  1992?  Is  there  an  average  percentage  of  rebate?  In  other 
words,  can  we  calculate  safely  the  $151,000?  These  are  low  num- 
bers, but  I  am  interested.  We  get  a  lot  of  questions  on  the  Floor 
about  this. 

If  you  cut  it  10  percent  is  there  going  to  make  any  difference  or 
do  you  have  usually  an  unspent  amount?  If  you  had  $123,000  budg- 
eted and  you  spent  65,000,  that  is  $58,000  unobligated,  right? 

Mr.  Early.  $60,000  of  the  138,000  was  in  the  travel  area  that 
was  unspent.  We  do  usually  have  an  unobligated  balance  in  this 
account.  They  don't  spend  it  all. 

Mr.  HoYER.  What  is  the  average  percentage? 

Mr.  Early.  I  have  to  get  that  for  you.  I  am  going  to  say  it  is  in 
the  neighborhood  of  about  $100,000  a  year,  but  I  will  have  to  get 
that  number  for  you. 

Mr.  Hoyer.  Okay. 

Mr.  Early.  I  would  be  concerned,  if  you  did  not  provide  the  hun- 
dred thousand  dollars — since  we  fund  them  like  any  other  Federal 
office.  We  give  it  to  them  by  office  and  an  amount  for  each  quarter 
of  the  year  and  tell  them  not  to  spend  beyond  what  they  have 
available.  By  having  it  in  five  different  offices,  we  will  always  have 
an  unobligated  balance  because  we  can't  over  spend. 

I  would  worry  about  your  reducing  it  too  much  in  that  they 
would  have  to  apply  it  to  their  day-to-day  operations. 

Mr.  HOYER.  It  is  pretty  small. 

Mr.  Early.  It  is  very  small. 

Mr.  HOYER.  My  inclination,  as  you  know,  has  been  for  13  years, 
12  of  which  have  been  on  this  Committee,  not  to  cut  this  at  all.  It 
is  a  small  number.  I  think  we  play  games  with  it.  But  you  and  I 
both  know,  you  have  watched  the  debate  on  the  Floor,  incredible 
interest  in  this  account  for  all  sorts  of  reasons. 

I  am  just  seeing  where  we  have  flexibility  if  we  have,  to  respond 
to  an  amendment  on  the  Floor  from  one  of  our  Members.  Where 
do  we  have  the  flexibility,  to  say  we  can  cut  another  2  percent  or 
something  without  adversely  affecting  our  former  Presidents.  I 
don't  think  they  need  to  live  like  kings,  but,  on  the  other  hand, 
they  are  in  a  different  position  than  all  the  rest  of  us  are  in  terms 
of  the  public's  interest  in  them. 

Okay.  If  you  could  let  me  have  that. 

Mr.  Early.  Yes,  I  will. 

[The  information  follows:] 

ALLOWANCES  AND  OFFICE  STAFF  FOR  FORMER  PRESIDENTS 
|ln  ttwuunds  of  dollarjj 

llOnJ 

in| 

Fiscal  year 

1993 

1992  _ 

1991  _ -. 

1990  

1989 


2.386 

2247 

139 

2.129 

1.977 

152 

1.964 

1.81S 

149 

1.808 

1711 

97 

1431 

1.248 

183 
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OTHER  OBJECT  CLASSES 

Mr.  HOYER. 

The  other  object  class  I  looked  at  was  printing  and  reproduction. 
Again,  small  figures,  it  was  $19  million  in  1993.  Is  that  the  actual 
expenditure?  What  was  the  appropriation? 

Mr.  Early.  We  made  $61,000  available  in  our  budget  estimate 
and  they  obligated  $19,000,  Mr.  Chairman.  But,  at  the  same  time, 
there  are  other  object  class  areas  where  they  spent  more  than  was 
budgeted.  They  do  have  that  flexibility. 

Mr.  HoYER.  What  areas  would  those  be? 

Mr.  Early.  Well,  in  other  services,  where  they  would  charge 
commercial  contracts  or  magazine  subscriptions,  maintenance 
agreements  on  personal  computers,  and  things  like  that.  We 
planned  on  $50,000,  and  they  spent  $82,000.  Some  of  the  savings 
that  they  find  in  printing  or  travel  they  use  in  other  areas  where 
they  are  needed  to  run  their  office. 

We  try  to  adjust  the  budget  periodically  based  on  actual  when 
working  with  them  but,  they  have  flexiliablity  between  object  class- 
es. 

This  account  is  so  small  and  so  stable  that  they  normally  do  as 
much  printing  of  letterheads  and  purchases  of  office  supplies 
through  the  transition  account  as  they  can  to  last  them  for  a  good 
while  because  this  account  can't  handle  very  much.  As  that  stock 
gets  used  up,  then  we  might  start  seeing  some  expenses,  even 
though  we  know  that  we  can't  very  well  budget  for  increases  in  this 
account. 

That  is  the  reason  I  would  be  concerned  if  they  do  not  have  a 
little  latitude  between  object  classes  when  we  compare  actual  to 
the  budget. 

Mr.  HOYER.  Okay.  I  have  no  further  questions. 

Mr.  Lightfoot,  any  more  questions  about  this  account? 

Mr.  Lightfoot.  No,  sir. 

Mr.  HoYER.  If  not,  thank  you,  Bill.  Appreciate  it  very  much.  We 
will  insert  the  questions  for  the  record  and  the  justifications  in  the 
record  at  this  point. 
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QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  THE  COMMITTEE 

ALLOWANCES  AND  OFFICE  STAFF  FOR  FORMER  PRESIDENTS 

Question.  The  FY  1995  Budget  includes  a  request  for  a  new  (Title  5)  genera]  provision  for  the 
Former  Presidents  account.  The  provision  states  that  no  funds  appropriated  for  this  account  may 
be  used  for  partisan  political  activities.  This  is  simply  repeating  the  language  contained  in 
Section  626  of  the  FY  1994  Appropriations  Act.  The  FY  1994  language  was  the  result  of  an 
amendment  adopted  on  the  House  floor.  Why  is  the  Administration  requesting  this  amendment 
be  repeated*!* 

Answer.  It  is  not  submitted  as  a  new  general  provision.  The  FY  1995  budget  requests  the 
deletion  of  this  provision  from  the  Government-wide  General  Provisions  (Title  6)  and  that  it  be 
added  to  the  Treasury  Postal  Service  and  General  Government  General  Provisions  (Title  5).  This 
change  is  proposed  because  the  general  provision  is  applicable  only  to  the  General  Services 
Administration  rather  than  Government-wide.  We  support  the  continuation  of  the  general 
provision  because  i'  reflects  the  policy  we  have  followed  in  administering  this  account.  This 
provision  may  assist  us  in  the  future  since  it  is  a  clear  expression  of  the  intent  of  Congress 
regarding  the  administration  of  this  account.  Here-to-fore  we  have  only  had  the  legislative 
history  of  the  Former  Presidents  Act  to  substantiate  our  policy  in  this  area. 


Question.  The  Congress  is  well  aware  of  the  need  to  separate  exf)enditures  such  as  campaign 
expenditures  from  office  expenditures.  What  is  the  procedure  used  to  separate  campaign  or 
political  activity  expenses  for  Former  Presidents? 

Answer.  Each  activity  in  question  is  handled  on  a  case  by  case  basis,  usually  informally.  We 
discuss  each  issue  that  comes  to  our  attention  with  the  former  President's  staff  and  tell  them 
whether  they  can  or  cannot  charge  the  expenditure  to  this  account  Specific  questions  that  are 
addressed  formally  are  provided  a  formal  response. 


Question.  Have  there  been  instances  when  appropriated  funds  have  been  used  for  political 
activities? 

Answer.  We  are  not  aware  of  any  instances  where  appropriated  funds  have  been  used  for 
political  activities. 
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QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  CONGRESSMAN  MCDADE 

ALLOWANCES  AND  OFFICE  STAFF  FOR  FORMER  PRESIDENTS 

Question.  Current  law  provides  that  "none  of  the  funds  appropriated  may  be  used  for  partisan 
political  activities."  It  is  proposed  that  this  general  provision  be  continued  again  in  FY  1995. 
Are  former  President's  required  to  create  and  maintain  records  of  activities  which  would 
distinguish  between  partisan  and  non-partisan  political  expenses?  Do  former  Presidents  receive 
guidance  on  creating  and  maintaining  these  records?  Please  describe. 

Answer.  The  former  Presidents  are  not  required  to  create  and  maintain  records  of  activities  that 
would  distinguish  between  partisan  and  non-partisan  political  expenses.  Therefore,  there  is  no 
guidance  on  creating  and  maintaining  records.  We  respond  to  questions  as  they  arise  by 
providing  the  staff  informal  verbal  guidance  regarding  the  use  of  appropriated  funds  to  ensure 
that  they  are  not  used  for  partisan  political  activities. 

Question.  Is  this  account  audited  by  GAG? 

Answer.  There  is  no  established  schedule  or  routine  frequency  for  auditing  this  account.  Any 
GAG  audit  would  be  by  specific  Congressional  request.  The  account  was  last  audited  by  GAG 
in  1985,  and  the  report  was  published  September  26,  1985.  as  GAG  Lener  Report  GGD-85-68. 
This  audit  was  at  the  request  of  the  Senate  Appropriations  Committee.  While  there  have  been  no 
recent  audits  of  this  account  by  GAG,  GSA's  overall  records  are  audited  annually  by  a 
commercial  auditing  firm  and  we  have  received  an  unqualified  opinion  each  year  since  1988. 
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General  Senices  Administration 
ALLOWANCES  AND  OFHCE  STAFF,  FORMER  PRESIDENTS 


BACKGROUND 

The  appfX>priation  for  Allowances  and  Office 
Staff  for  former  President's  provides  for  an 
annua]  pension,  mandatory  by  P.L.  85-745,  as 
well  as  continued  funding  of  entitlements,  such  as 
compensation  of  office  staffs  and  other  related 
operating  expenses  for  each  former  President  and 
for  the  pension  and  cost  of  franking  privileges  for 
the  widow  of  former  President  Johnson. 


THE  FY  1995  BUDGET  IN  BRIEF 

The  FY  1995  budget  request  allows  OS  A  to 
carry  out  the  provisions  of  the  Former  Presidents 
Act  at  a  level  commensurate  with  thai  of  the 
previous  fiscal  year.  However,  provisions  in  the 
FY  1994  Appropriations  Aa  place  a  5-year 
limitation  on  the  allowances  of  each  former 
President  and  the  surviving  spouse  thereof,  with 
the  exception  of  mandatory  entitlements  for 
peasioDS  ooly. 


ALLOWANCES  AND  OFFICE  STAFF,  FORMER  PRESIDENTS 

$(THOUSANDS) 


FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

FY95/94 
Change 

Allowance  &  Pensions 
Office  Staff 

$713 
1,534 

$762 
2.071 

$762 
1.978 

$93 

Unobligated  balance  expiring 
Toul  Budfset  Authority 

139 
$2^86    1/ 

0 
$2,833 

0 
$2,740 

.$93 

Net  Outlays 

S  2.205 

S  2,820 

$2,739 

-S81 

EXPLANATION  OF  ESTIMATES 

The  difference  between  the  fiscal  year  1994 
appropnation  of  $2,833  million  and  the  fiscal 
year  1995  request  of  $2,740  million,  is  a 
reduction  in  the  fiscal  year  1995  planning 
ceiling  of  S93.000  due  to  the  mandatory  targets 


imposed  by  the  Oirinibas  Budget  Reconciliation 
Act.  In  addition,  cost  increases  for  inflation,  and 
RENT  were  not  funded  and  have  been  absorbed 
within  existmg  resources 


1/  The  FY  1993  toul  refleca  fandin|  moriilrd  with  Iht  nipptemenul  requesi  for  Former  Preudeni  Bush  (S194.000) 
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General  Services  Administration 
ALLOWANCES  AND  OFFICE  STAFF,  FORMER  PRESIDENTS 


Obligations  by  Object  Class 

SCThousands) 

FY  1993 

FY  1994 

FY  1995 

Actual 

Current 

Request 

Personnel  Compensation: 

11.8 

Special  peisonal  service  payments 

222 

521 

521 

11.9 

Total  personnel  compensation 

399 

531 

535 

12.1 

Qvilian  personnel  benefits 

84 

123 

128 

13.0 

Benefits  for  fonner  personnel 

713 

762 

762 

21.0 

Travel  and  transportation  of  persons 

65 

158 

151 

21.0 

Motor  pool  travel 

0 

2 

0 

22.0 

Tran.sportation  of  things 

0 

4 

0 

23.1 

Rental  payments  to  GSA 

682 

824 

851 

23.3 

Communications,  utilities,  and  misc  charges 

138 

185 

141 

24.0 

Printing  and  reproduction 

19 

77 

44 

25.2 

Other  services 

83 

60 

59 

26.0 

Supplies  and  materials 

49 

71 

42 

31.0 

Equipment 

15 

36 

27 

Total  Obligations 

2^247 

2,833 

2.740 
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General  Services  Administration 
ALLOWANCES  AND  OFFICE  STAFF,  FORMER  PRESIDENTS 


Pcnoanel  Comprniinoo — 

FY  1995  RE0L-E5T 

FORMER  PRESIDENTS 

NDCON 

R3RD 

CAKTCR 

REAGAN 

BUSH 

wnxDw 

JOHNSON 

TUIAJ. 

S96.000 

J96.000 

S96.000 

$96,000 

J  150.000 

SO 

$534,000 

Pcnomel  Bcodiu 

25J00 

20.160 

S.000 

31.680 

45.750 

0 

127.790 

PcnsioQS — 

148.400 

148.400 

148.400 

148.400 

148.400 

20.000 

762,000 

Tf»yd.. 

17.700 

43J00 

2,100 

44J0O 

44.000 

0 

15IJ00 

Reool  Payments  lo  GSA 

1SS.6S8 

nji*i 

86.4% 

366.466 

149.991 

0 

851.183 

Cocununifjnnoi.  Unljuev 
MikcIUdcous  cbartts 

Equipmeot  Reoui 

Tclq>b(Mie 

Pouatc 

3J00 
13.600 
4.800 

0 
10.000 
4.900 

0 
29.000 
14.000 

0 

30J00 
10.400 

0 
10.128 
8J76 

0 

0 

2.124 

3JO0 
92.928 
44.800 

Pnatuit 

4.400 

4.400 

13.961 

6.000 

I5J84 

0 

44.345 

Ofbcr  Scrvico _... 

IJOO 

16J70 

12J10 

14.942 

13J84 

0 

58,906 

Sopptio  A  MiieniU. 

3.419 

8.571 

15.200 

6,702 

8J56 

0 

42.248 

EqiiipmcaL 

1.000 

1.000 

20.300 

3.000 

2.000 

0 

27J00 

rS474*ra,- 

— **iS.743 

^irJ44r967r 

ISor  37.990- 

^»»96369.- 

3S22J24-. 

tr;::rt2.740.000 

Tbol ObUgmont-"  ?'"  "■ 
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Thursday,  February  24,  1994. 
OFFICE  OF  EVSPECTOR  GENERAL 

WITNESSES 

WILLIAM  R  BARTON,  INSPECTOR  GENERAL 

EUGENE  L.  WASZILY,  DEPUTY  ASSISTANT  INSPECTOR  GENERAL  FOR 
AUDITING 

JAMES  E.  HENDERSON,  ASSISTANT  INSPECTOR  GENERAL  FOR  INVES- 
TIGATIONS 

JOEL  S.  GALLAY,  COUNSEL  TO  THE  INSPECTOR  GENERAL 

JAMES  E.  LEGETTE,  ASSISTANT  INSPECTOR  GENERAL  FOR  ADMINIS- 
TRATION 

Introduction 

Mr.  Hoyer.  We  now  have  the  Inspector  General  of  the  General 
Services  Administration. 

We  appreciate  you  being  here  with  us,  Mr.  Barton,  and  you  can 
make  such  statement  as  you  deem  appropriate.  Your  entire  state- 
ment, of  course,  will  be  included  at  the  appropriate  place  in  the 
record.  You  may  proceed. 

Mr.  Barton.  All  right.  With  your  permission,  Mr.  Chairman,  I 
have  a  short  statement  and  then  I  will  take  questions. 

Mr.  HOYER.  All  right,  sir. 

Summary  Statement  of  Mr.  Barton 

Mr.  Barton.  Mr.  Chairman  and  Members  of  the  subcommittee, 
thank  you  for  the  opportunity  to  appear  before  you  today  to  talk 
about  the  Office  of  Inspector  General's  fiscal  year  1995  proposed 
budget. 

Mr.  Chairman,  fiscal  year  1995  presents  a  year  of  challenges,  not 
only  for  the  administration  and  GSA  but  for  the  Office  of  Inspector 
General.  The  reduction  in  resources  in  our  proposed  fiscal  year 
1995  budget  is  a  clear  representation  of  fiscal  realities:  reduced  re- 
sources in  the  face  of  increasing  and  changing  demands  on  what 
we  do  and  how  we  do  it. 

In  the  interests  of  time,  let  me  summarize  what  we  are  doing 
and  will  continue  to  do  within  the  constraints  of  our  fiscal  year 
1995  budget:  do  more  with  less,  work  smarter  and  comply  with  the 
direction  and  spirit  of  the  Vice  President's  National  Performance 
Review. 

During  fiscal  year  1995,  we  will: 

Increase  the  use  of  program  evaluations  that  will  focus  on  GSA's 
major  programs,  internal  control  systems  and  financial  manage- 
ment activity.  These  evaluations  will  provide  management  with 
more  focused  recommendations  to  improve  GSA  operations  and 
services; 
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Work  with  GSA  management  and  employees  to  increase  their 
knowledge  of  efficient  and  effective  management  controls; 

Work  with  GSA  management  to  improve  business  practices  and 
increase  the  quality  and  timeliness  of  GSA's  services; 

Work  with  GSA  management  and  employees  to  increase  their 
awareness  of  fraud  to  prevent  and  reduce  its  occurrence  in  GSA's 
programs  and  operations; 

Continue  our  vigorous  audit  and  investigative  efforts  to  effec- 
tively identify  and  pursue  criminal  and  civil  actions  against  those 
who  attempt  to  defraud  the  taxpayer; 

And  complete  implementation  of  our  management  information 
system,  made  possible  through  the  support  of  this  subcommittee. 

Through  our  audit  and  investigative  efforts,  we  believe  that  we 
will  be  able  to  continue  our  record  of  a  positive  return  on  invest- 
ment. For  fiscal  year  1995,  we  are  projecting  a  rate  of  return  of  al- 
most $6  for  every  $1  of  appropriated  funds.  During  fiscal  year 
1993,  we  produced  over  $400  million  in  actual  recoveries  or  in  man- 
agement decisions  to  put  funds  to  better  use. 

Mr.  Chairman,  this  concludes  my  opening  statement.  I  will  be 
pleased  to  respond  to  questions  from  you  and  other  Members  of 
this  subcommittee. 

Mr.  HOYER.  Thank  you  very  much. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  WILLIAM  R.  BARTON 
INSPECTOR  GENERAL,  GENERAL  SERVICES  ADMINISTRATION 

BEFORE  THE 

SUBCOMMITTEE  ON  TREASURY,  POSTAL  SERVICE,  AND  GENERAL  GOVERNMENT 

OF  THE  HOUSE  COMMITTEE  ON  APPROPRIATIONS 

2-24-9/. 

MR.  CHAIRMAN  AND  MEMBERS  OF  THE  SUBCOMMITTEE: 

THANK  YOU  FOR  THE  OPPORTUNITY  TO  APPEAR  BEFORE  YOU  TODAY  TO 
TALK  ABOUT  THE  OFFICE  OF  INSPECTOR  GENERAL'S  FY  1995  PROPOSED 
BUDGET.  ACCOMPANYING  ME  IS  MR.  EUGENE  L.  WASZILY,  DEPUTY  ASSISTANT 
INSPECTOR  GENERAL  FOR  AUDITING;  MR.  JAMES  E.  HENDERSON,  ASSISTANT 
INSPECTOR  GENERAL  FOR  INVESTIGATIONS;  MR.  JOEL  S.  GALLAY,  COUNSEL 
TO  THE  INSPECTOR  GENERAL;  AND,  JAMES  E.  LE  GETTE ,  ASSISTANT 
INSPECTOR  GENERAL  FOR  ADMINISTRATION. 

THE  OFFICE  OF  INSPECTOR  GENERAL  WAS  ESTABLISHED  BY  THE 
INSPECTOR  GENERAL  ACT  OF  1978,  AS  AMENDED.  WE  ARE  AN  INDEPENDENT 
ORGANIZATION  WITHIN  GSA.  OUR  MISSION,  AS  DEFINED  BY  THE  ACT,  IS  TO 
CONDUCT  AND  SUPERVISE  INDEPENDENT  AND  OBJECTIVE  AUDITS  AND 
INVESTIGATIONS  RELATING  TO  GSA'S  PROGRAMS  AND  OPERATIONS;  PROMOTE 
ECONOMY  AND  EFFICIENCY  WITHIN  GSA;  PREVENT  AND  DETECT  FRAUD,  WASTE 
AND  MISMANAGEMENT  IN  GSA'S  PROGRAMS  AND  OPERATIONS;  REVIEW  AND  MAKE 
RECOMMENDATIONS  REGARDING  EXISTING  AND  PROPOSED  LEGISLATION  AND 
REGULATIONS  RELATING  TO  GSA;  AND  KEEP  THE  ADMINISTRATOR  AND 
CONGRESS  FULLY  INFORMED  REGARDING  SERIOUS  PROBLEMS  AND  DEFICIENCIES 
WITHIN  GSA'S  PROGRAMS  AND  OPERATIONS. 

OUR  VISION  IS  TO  BE  RECOGNIZED  WITHIN  GSA,  THE  FEDERAL 
OVERSIGHT  COMMUNITY  AND  THE  CONGRESS  AS  THE  LEADER  AMONG  OIGs  IN 
PROTECTING  THE  INTERESTS  OF  THE  GOVERNMENT  AND  THE  PUBLIC  AND  TO  BE 
RECOGNIZED  FOR  OUR  DEDICATION,  PROFESSIONALISM  AND  THE  QUALITY  OF 
OUR  WORK. 

MR.  CHAIRMAN,  OUR  PROPOSED  FY  1995  DIRECT  APPROPRIATION  IS 
$33,259,000  AND  AOO  FTEs .  THIS  REPRESENTS  A  REDUCTION  FROM  FY 
1994  APPROVED  LEVELS  OF  $1,666,000  AND  23  FTEs.  CURRENTLY  WE  HAVE 
413  STAFF  MEMBERS;  91%  OF  WHOM  ARE  IN  OUR  OFFICES  OF  AUDITS, 
INVESTIGATIONS  AND  COUNSEL. 

FY  199  5  PRESENTS  A  YEAR  OF  CHALLENGES,  NOT  ONLY  FOR  THE 
ADMINISTRATION  AND  GSA,  BUT  FOR  THE  OFFICE  OF  INSPECTOR  GENERAL. 
THE  REDUCTION  IN  RESOURCES  IN  OUR  PROPOSED  FY  1995  BUDGET  IS  A 
CLEAR  REPRESENTATION  OF  FISCAL  REALITIES  -  REDUCED  RESOURCES  IN  THE 
FACE  OF  INCREASING  AND  CHANGING  DEMANDS  ON  WHAT  WE  DO  AND  HOW  WE  DO 
IT.  WE  HAVE  MANY  CHALLENGES  FACING  US.  THE  ENVIRONMENT  IN  WHICH 
THE  FEDERAL  GOVERNMENT  OPERATES  IS  RAPIDLY  CHANGING.  THE  TAXPAYER, 
CONGRESS  AND  AGENCIES  THEMSELVES  ARE  DEMANDING  MORE  FOR  LESS 
RESOURCES.  THERE  ARE  INCREASING  PRESSURES  ON  FEDERAL  AGENCIES  TO 
CHANGE  HOW  WE  DO  OUR  BUSINESS  AND  HOW  WE  INTERACT  WITH  THE  PUBLIC. 
WITH  THIS  IN  MIND,  WE  ARE  CONSTANTLY  SEEKING  WAYS  TO  DO  MORE  WITH 
LESS,  WORK  SMARTER,  AND  TO  ALIGN  OURSELVES  WITH  THE  DIRECTION  AND 
SPIRIT  OF  THE  VICE  PRESIDENT'S  NATIONAL  PERFORMANCE  REVIEW.   WITH 
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YOUR  HELP  AND  THAT  OF  THIS  SUBCOMMITTEE,  WE  STAND  READY  TO  MEET 
THESE  NEW  CHALLENGES. 

MR.  CHAIRMAN,  DURING  FY  1995,  THE  OFFICE  OF  INSPECTOR  GENERAL 
WILL: 

-  INCREASE  THE  USE  OF  INDEPENDENT  PROGRAM  EVALUATIONS  THAT  WILL 
FOCUS  ON  GSA'S  MAJOR  PROGRAMS,  INTERNAL  CONTROL  SYSTEMS  AND 
FINANCIAL  MANAGEMENT  ACTIVITIES.  THESE  EVALUATIONS  WILL 
PROVIDE  MANAGEMENT  WITH  MORE  FOCUSED  RECOMMENDATIONS  TO 
IMPROVE  GSA  OPERATIONS  AND  SERVICES; 

-  WORK  WITH  GSA  MANAGEMENT  AND  EMPLOYEES  TO  INCREASE  THEIR 
KNOWLEDGE  OF  EFFICIENT  AND  EFFECTIVE  MANAGEMENT  CONTROLS  TO 
HELP  GSA  SET  THE  STANDARD  OF  EXCELLENCE  AND  BECOME  THE 
GOVERNMENT'S  CENTER  OF  EXPERTISE  FOR  CUSTOMER  SERVICE; 

-  WORK  WITH  GSA  MANAGEMENT  TO  IMPROVE  BUSINESS  PRACTICES  AND  TO 
INCREASE  THE  QUALITY  AND  TIMELINESS  OF  GSA'S  SERVICES; 

-  WORK  WITH  GSA  MANAGEMENT  AND  EMPLOYEES  TO  INCREASE  THEIR 
AWARENESS  OF  FRAUD  IN  ORDER  TO  PREVENT  AND  REDUCE  ITS 
OCCURRENCE  IN  GSA'S  PROGRAMS  AND  OPERATIONS;  AND 

-  CONTINUE  OUR  VIGOROUS  AUDIT  AND  INVESTIGATIVE  EFFORTS  TO 
EFFECTIVELY  IDENTIFY  AND  PURSUE  CRIMINAL  AND  CIVIL  ACTIONS 
AGAINST  THOSE  WHO  ATTEMPT  TO  DEFRAUD  THE  TAXPAYER. 

-  COMPLETE  IMPLEMENTATION  OF  OUR  MANAGEMENT  INFORMATION  SYSTEM, 
MADE  POSSIBLE  THROUGH  THE  SUPPORT  OF  THIS  SUBCOMMITTEE;  AND 

-  INCREASE  COMPUTERIZATION  TECHNIQUES  USED  BY  OUR  AUDIT  AND 
INVESTIGATIONS  STAFFS. 


A  MEASURE  OF  THE  SUCCESS  OF  OUR  EFFORTS  IS  THE  HIGH  DOLLAR 
RETURN  IN  RELATION  TO  OUR  APPROPRIATED  FUNDS.  FOR  THE  PAST 
SEVERAL  YEARS  WE  HAVE  AVERAGED  A  RETURN  OF  BETWEEN  $7-8  DOLLARS  FOR 
EVERY  DOLLAR  APPROPRIATED  TO  US.  THAT  IS,  FOR  EVERY  DOLLAR  WE 
SPENT,  WE  RETURNED  $7-8  DOLLARS  IN  ACTUAL  RECOVERIES  OR  MANAGEMENT 
DECISIONS  TO  PUT  FUNDS  TO  BETTER  USE.  LAST  YEAR  ALONE  OUR  AUDIT 
AND  INVESTIGATIVE  ACTIONS  RESULTED  IN  OVER  $33  MILLION  DOLLARS  IN 
ACTUAL  RECOVERIES  AND  OVER  $383  MILLION  DOLLARS  IN  MANAGEMENT 
DECISIONS  TO  PUT  FUNDS  TO  BETTER  USE.  WE  ARE  VERY  PROUD  OF  THAT 
ACCOMPLISHMENT.  FOR  FY  1995  WE  ARE  PROJECTING  A  RATE  OF  RETURN 
OF  ALMOST  6  TO  1.  STILL  A  SIGNIFICANT  RETURN,  IT  IS  A  DROP  FROM 
PAST  YEARS.  THE  PROJECTED  DECREASE  IS  DUE  IN  PART  TO  AGENCY 
REINVENTION  EFFORTS  WHICH  ARE  FOCUSING  ON  STREAMLINING  THE 
PROCUREMENT  PROCESSES.  MANY  OF  THE  CONCEPTS  BEING  TESTED  REDUCE 
THE  NUMBERS  OF  AUDITS  NEEDED  TO  SUPPORT  PROCUREMENT  OPERATIONS. 

THE  OFFICE  OF  AUDITS  OVERALL  FOCUS  IS  AIMED  AT  HELPING 
MANAGEMENT  ACHIEVE  MORE  POSITIVE  OUTCOMES,  SUCH  AS  BETTER  CUSTOMER 
SERVICE,  LOWER  COST  OPERATIONS,  LOWER  CONTRACT  PRICES,  AND  BETTER 
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SAFEGUARDING  OF  ASSETS.  BENEFITS  FROM  THESE  AUDITS  AND  EVALUATIONS 
ARE  MORE  QUALITATIVE  IN  NATURE  AND  OFTEN  DO  NOT  LEND  THEMSELVES  TO 
SPECIFIC  MEASUREMENT  IN  TERMS  OF  DOLLARS  RETURNED. 

THE  OIG'S  PRIMARY  OPERATIONAL  COMPONENTS  CONSIST  OF  THE  OFFICE 
OF  AUDITS,  THE  OFFICE  OF  INVESTIGATIONS  AND  THE  OFFICE  OF  COUNSEL 
TO  THE  INSPECTOR  GENERAL.  THESE  OPERATIONAL  OFFICES  ARE  SUPPORTED 
BY  AN  ADMINISTRATIVE  AND  COMPUTER  STAFF  WHICH  PROVIDE  BUDGET, 
PERSONNEL,  PROCUREMENT,  ADMINISTRATIVE,  AND  TECHNICAL  SERVICES .  WE 
ALSO  HAVE  A  QUALITY  MANAGEMENT  STAFF  WHICH  IS  SUPPORTING  OUR 
EFFORTS  TO  IMPLEMENT  A  TOTAL  QUALITY  MANAGEMENT  ENVIRONMENT. 


AUDITS 

THE  OFFICE  OF  AUDITS  IS  A  HIGHLY  SKILLED,  EVALUATIVE 
ORGANIZATION  THAT  APPLIES  ITS  PROFESSIONAL  SKILLS  IN  EXAMINING 
GSA'S  PROGRAMS,  FINANCIAL  SYSTEMS,  AND  CONTRACTUAL  ARRANGEMENTS  TO 
ENHANCE  THE  ECONOMY,  EFFICIENCY  AND  EFFECTIVENESS  OF  THESE 
ACTIVITIES. 

OUR  AUDIT  EFFORTS  ARE  DIRECTED  BOTH  INTERNALLY  AND  EXTERNALLY. 
INTERNAL  AUDITS  EXAMINE  AGENCY  OPERATIONS  AND  PROGRAMS  AND  ADDRESS 
POTENTIAL  VULNERABILITIES  IN  THESE  OPERATIONS  AND  PROGRAMS. 
EXTERNAL  AUDITS,  ON  THE  OTHER  HAND,  FOCUS  ON  THE  CONTRACTS  GSA 
ADMINISTERS  TO  PROVIDE  GOODS  AND  SERVICES  TO  ALL  GOVERNMENT 
ACTIVITIES.  THESE  AUDITS  PROVIDE  GSA'S  OFFICIALS  WITH  INFORMATION 
RELEVANT  TO  NEGOTIATION,  AWARD,  ADMINISTRATION,  AND  SETTLEMENT  OF 
CONTRACTS . 

FY  1995  WILL  SEE  A  CONTINUATION  IN  OUR  DELIBERATE  MOVE  FROM 
COMPLIANCE  AUDITING  TO  BROADER  PROGRAM,  SYSTEMS  ASSESSMENTS  AND 
MANAGEMENT  CONTROL  REVIEWS. 

INTERNALLY,  WE  WILL  BE  FOCUSING  ON  PROGRAM  EVALUATION  - 
ASSESSING  HOW  WELL  GSA  IS  MEETING  ITS  MISSION  AND  IDENTIFYING  AREAS 
FOR  IMPROVEMENTS  IN  PROGRAM  MANAGEMENT  AND  SERVICE  DELIVERY.  WE 
WILL  WORK  WITH  MANAGEMENT  SEEKING  TO  EMPHASIZE  POSITIVE  ASPECTS  OF 
PROGRAM  OPERATIONS,  TO  IDENTIFY  AREAS  FOR  IMPROVING  OPERATIONS  AND 
TO  FOCUS  RECOMMENDATIONS  ON  IMPROVING  OPERATIONS,  REDUCING 
UNNECESSARY  REGULATIONS,  IMPROVING  CUSTOMER  SERVICE  AND  MINIMIZING 
COSTLY  AND  DUPLICATIVE  PROCEDURES.  WE  WILL  STRIVE  TO  USE  OUR 
AUDITS  OF  FINANCIAL  MANAGEMENT  ACTIVITIES  AND  OUR  OVERSIGHT  OF 
FINANCIAL  STATEMENT  AUDITS  TO  IDENTIFY  AREAS  FOR  FURTHER  ANALYSIS 
AND  TO  ASSIST  GSA  MANAGERS  TO  IMPROVE  FINANCIAL  MANAGEMENT  AND 
FINANCIAL  REPORTING  SYSTEMS.  ALSO,  INTERNALLY  OU-iR  AUDITS  WILL 
EMPHASIZE  THE  TESTING  OF  MANAGEMENT  CONTROLS  AND  SAFEGUARDS  BUILT 
INTO  PROGRAMS  AND  SYSTEMS  TO  ENSURE  THEY  FUNCTION  AS  INTENDED,  AND 
THAT  CONTROLS  ARE  WORKING  AND  ARE  PROVIDING  SAFEGUARDS  OVER  GSA'S 
VAST  RESOURCES. 

WHILE  IT  IS  DIFFICULT  TO  QUANTIFY  IN  DOLLAR  TERMS  THE  BENEFITS 
WHICH  FLOW  FROM  OUR  INTERNAL  AUDIT  EFFORT,  IT  IS  CLEAR  THAT 
OPERATIONAL  AND   PROGRAM   IMPROVEMENTS   DO   RESULT.     THESE 
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BENEFICIAL  EFFECTS  INCLUDE  IMPROVEMENTS  IN  POLICIES  OR  PROCEDURES, 
IMPROVED  MANAGEMENT  CONTROL  SYSTEMS,  AND  ENHANCE  PROGRAM  SERVICES. 

THE  RESULTS  ACHIEVED  BY  OUR  EXTERNAL  AUDIT  EFFORTS  ARE  MORE 
DIRECTLY  MEASURABLE.  HISTORICALLY,  THE  OFFICE  OF  AUDITS"  HAS 
SUPPORTED  CONTRACTING  EFFORTS  BY  AUDITING  BETWEEN  $2-3  BILLION  IN 
CONTRACT  ACTIONS  WHICH  RESULT  IN  PRICING  ADJUSTMENTS  AND  RECOVERIES 
IN  THE  RANGE  OF  $200-250  MILLION  ANNUALLY.  DURING  FY  1995,  WE 
EXPECT  TO  AUDIT  CONTRACTS  VALUED  BETWEEN  $1.3  AND  $1.8  BILLION 
DOLLARS  PRODUCING  COST  AVOIDANCES  AND  RECOVERIES  BETWEEN  $200-235 
MILLION.  IT  IS  IMPORTANT  TO  NOTE  HERE  THAT  THESE  PROJECTED 
RECOVERIES  AND  PRICE  ADJUSTMENTS  ARE  NOT  JUST  GSA  FUNDS;  MANY  OF 
GSA  CONTRACT'S  ARE  FOR  USE  BY  ALL  GOVERNMENT  AGENCIES,  DOLLAR 
RECOVERIES  AND  SAVINGS  ARE  GOVERNMENTWIDE . 

DURING  FY  1995  WE  WILL  CONTINUE  TO  DEVOTE  A  SIGNIFICANT  PART 
OF  OUR  AUDIT  EFFORT  TO  EXTERNAL  OR  CONTRACT  AUDITING.  EACH  YEAR, 
GSA  ISSUES  SEVERAL  THOUSAND  CONTRACTS  FOR  BILLIONS  OF  DOLLARS  WORTH 
OF  EQUIPMENT,  SUPPLIES,  MATERIALS  AND  SERVICES  FOR  USE  THROUGHOUT 
THE  FEDERAL  GOVERNMENT.  BY  REGULATION  OR  STATUTE,  WE  ARE  REQUIRED 
TO  CONSIDER  AN  AVERAGE  OF  3,000  OF  THESE  CONTRACTS  FOR  AUDIT  EACH 
YEAR.  WE  HAVE  HISTORICALLY  AUDITED  ABOUT  450  OF  THE  LARGEST 
CONTRACTS  ANNUALLY.  CONTRACTS  ARE  AUDITED  BEFORE  OR  AFTER  AWARD, 
DEPENDING  UPON  AVAILABILITY  OF  RESOURCES,  PRIOR  HISTORY  WITH  THE 
COMPANY,  AND  REGULATED  DOLLAR  THRESHOLDS.  OUR  CONTRACT  AUDITS 
INCLUDE:  REVIEWING  CONTRACTORS  PRICING  PROPOSALS  TO  ENSURE  THAT 
COSTS  ARE  ALLOWABLE,  ALLOCABLE  AND  REASONABLE;  REVIEWING 
CONTRACTOR'S  SALES,  DISCOUNT  AND  MARKETING  DATA  TO  ENSURE  THAT  THE 
REQUIRED  INFORMATION  IS  RECEIVED  AND  THE  GOVERNMENT  IS  GETTING  THE 
BEST  POSSIBLE  PRICE;  AND,  REVIEWING  FEDERAL  BUILDING  CONSTRUCTION 
CONTRACTS,  CLAIMS  AND  REPAIR  AND  ALTERATION  CONTRACTS  TO  ENSURE 
COSTS  ARE  NOT  MISALLOCATED ,  OVERCHARGED  OR  UNALLOWABLE. 

ANOTHER  IMPORTANT  PART  OF  OUR  AUDIT  RESPONSIBILITIES  INCLUDES 
OVERSIGHT  OF  THE  AUDIT  OF  GSA'S  FINANCIAL  STATEMENTS.  THE  CHIEF 
FINANCIAL  OFFICERS  ACT  OF  1990  REQUIRES  THE  OIG  TO  ENSURE  THAT  AN 
AUDIT  OF  THE  GSA'S  CONSOLIDATED  FINANCIAL  STATEMENTS  IS  CONDUCTED 
ANNUALLY.  TO  FULFILL  OUR  RESPONSIBILITY,  THE  OIG  SERVES  AS  GSA'S 
CONTRACTING  OFFICER'S  TECHNICAL  REPRESENTATIVE  AND  IS  RESPONSIBLE 
FOR  OVERSEEING  THE  CPA  FIRM'S  PERFORMANCE  OF  THE  CONTRACT. 

WE  ALSO  RECOGNIZE  THAT  CHANGING  PRIORITIES  AND  NEW  ISSUES  MAY 
AFFECT  THE  EXTENT  TO  WHICH  OUR  AUDIT  GOALS  CAN  BE  IMPLEMENTED.  WE 
PLAN  TO  CONTINUE  WORKING  CLOSELY  WITH  GSA  MANAGERS  TO  IDENTIFY  THE 
AREAS  WHICH  NEED  THE  INDEPENDENT  AND  OBJECTIVE  STUDY  BY  THE  OFFICE 
OF  INSPECTOR  GENERAL  AND  TO  ENHANCE  OUR  SHARED  COMMITMENT  TO 
IMPROVING  PROGRAM  OPERATIONS  AND  EFFECTIVENESS. 


INVESTIGATIONS 

THE  OIG'S  INVESTIGATIVE  EFFORT  WILL  CONTINUE  TO  CENTER  AROUND 
THE  PREVENTION  AND  DETECTION  OF  ILLEGAL  AND/OR  IMPROPER  ACTIVITIES 
INVOLVING  GSA  PROGRAMS,  OPERATIONS,  AND  PERSONNEL.   WE  WILL  STRIVE 
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TO  AID  GSA  MANAGEMENT  TO  IMPROVE  THE  EFFICIENCY  AND  EFFECTIVENESS 
OF  THESE  ACTIVITIES  BY  IDENTIFYING  SYSTEMIC,  PROGRAM  AND 
PROCEDURAL  WEAKNESSES  AND  RECOMMEND  WAYS  TO  PREVENT  PROGRAM  ABUSE. 
WE  WILL  WORK  CLOSELY  WITH  GSA  MANAGERS,  EMPLOYEES,  GOVERNMENT 
CONTRACTORS  AND  THE  GENERAL  PUBLIC  TO  FOCUS  OUR  INVESTIGATIVE 
RESOURCES  ON  THE  AREAS  OF  GREATEST  VULNERABILITY,  TO  IDENTIFY 
CONTROL  DEFICIENCIES  AND  TO  FACILITATE  POSITIVE  CHANGE.  BASED  ON 
OUR  INVESTIGATIVE  WORK,  WE  WILL  MAKE  CRIMINAL  AND  CIVIL  REFERRALS 
TO  THE  DEPARTMENT  OF  JUSTICE  FOR  LITIGATION  CONSIDERATION  AND 
ADMINISTRATIVE  REFERRALS  TO  THE  AGENCY  FOR  MANAGEMENT  ACTION. 

DURING  FY  1995  WE  WILL  COMMIT  A  HIGHER  PERCENTAGE  OF  OUR 
INVESTIGATIVE  RESOURCES  TO  NATIONAL  PROACTIVE  INVESTIGATIONS 
TARGETING  CONTRACTORS  AND  SUPPLIERS  ENGAGING  IN  ILLEGAL  PRACTICES. 

IN  ADDITION,  MR.  CHAIRMAN,  WE  BELIEVE  THE  EDUCATION  OF  GSA 
EMPLOYEES  ON  THEIR  INDIVIDUAL  RESPONSIBILITIES  FOR  PREVENTING  FRAUD 
AND  ABUSE  AND  HELPING  TO  ENSURE  THE  INTEGRITY  OF  GSA ' S  OPERATIONS 
IS  ONE  OF  OUR  MAJOR  RESPONSIBILITIES.  WE  WILL  CONTINUE  OUR 
INTEGRITY  AWARENESS  BRIEFINGS  FOR  GSA  EMPLOYEES.  DURING  FY  1993  WE 
CONDUCTED  THESE  AWARENESS  BRIEFINGS  FOR  OVER  1000  GSA  EMPLOYEES. 

WE  ALSO  OPERATE  A  2A-H0UR  HOTLINE  TO  RECEIVE  ALLEGATIONS  AND 
COMPLAINTS  RELATIVE  TO  GSA  OPERATIONS  NATIONWIDE.  THE  HOTLINE 
OFFERS  A  MEANS  FOR  INDIVIDUALS  TO  PROVIDE  INFORMATION  ON  SUSPECTED 
FRAUD,  WASTE,  AND  MISMANAGEMENT  IN  GSA  PROGRAMS  AND  ACTIVITIES. 

SUPPORTING  OUR  AUDIT  AND  INVESTIGATIVE  EFFORTS,  WE  ALSO  HAVE 
A  SMALL  STAFF  OF  LAWYERS  WHO  PROVIDE  LEGAL  ADVICE  AND 
REPRESENTATION.  REVIEW  AND  COMMENT  ON  LEGISLATION,  AND  ARE  AN 
INTEGRAL  PART  OF  OUR  EFFORTS  TO  PURSUE  PROSECUTIONS  AND  RECOVERIES, 
ESPECIALLY  IN  THE  AREA  OF  CIVIL  FRAUD  LITIGATION.  WE  WILL  CONTINUE 
TO  DEVOTE  OUR  LEGAL  EXPERTISE  TO  OUR  AGGRESSIVE  CONTRACTOR  FRAUD 
PROGRAM  WHICH  FOCUSES  ON  CONTRACTORS  IN  THE  MULTIPLE  AWARD  SCHEDULE 
PROGRAM  WHO  MISLEAD  OR  MISREPRESENT  FINANCIAL  INFORMATION  TO  GSA 
CONTRACTING  OFFICIALS.  OUR  LAWYERS,  AUDITORS  AND,  INVESTIGATORS 
WILL  CONTINUE  WORKING  CLOSELY  WITH  THE  DEPARTMENT  OF  JUSTICE  TO 
BRING  ACTIONS  AGAINST  CONTRACTORS  UNDER  THE  FALSE  CLAIMS  ACT.  LAST 
YEAR  OUR  RECOVERIES  IN  THIS  AREA  AMOUNTED  TO  OVER  $22  MILLION 
DOLLARS. 

MR.  CHAIRMAN,  WE  HAVE  MANY  CHALLENGES  FACING  US  IN  THE  YEARS 
AHEAD.  WITH  YOUR  CONTINUED  SUPPORT  AND  THE  DEDICATION  OF  OUR  OIG 
EMPLOYEES,  WE  WILL  SUCCEED. 
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PROGRAM  EVALUATIONS 


Mr.  HOYER.  Mr.  Barton,  the  National  Performance  Review  rec- 
ommends a  broader  approach,  as  you  have  pointed  out,  for  the  In- 
spector General.  The  NPR  recommends  moving  from  strict  compli- 
ance auditing  to  evaluating  management  control  systems.  Now  you 
referenced  that.  Would  you  expand  upon  that?  What  are  you  doing 
to  implement  those  recommendations? 

Mr.  Barton.  We  have  been  in  the  process  probably  in  the  last 
two  or  three  years  of  doing  more  program  evaluations  and  fewer 
compliance  audits.  For  example,  we  did  an  agency  wide  audit  on 
procurement  and  found  instances  where  contractors  are  not  giving 
GSA  the  best  prices.  We  have  encouraged  the  Agency  to  change 
some  of  their  methods  of  procurement.  Some  of  these  changes  are 
going  to  take  legislative  action,  by  the  way,  too. 

Mr.  HOYER.  Were  you  here  yesterday,  Mr.  Barton,  by  any 
chance? 

Mr.  Barton.  I  was  here  when  the  Administrator  was  here,  yes, 
sir. 

Mr.  HOYER.  Okay.  You  didn't  hear  the  testimony  then  of  Mr.  Joe 
Thompson? 

Mr.  Barton.  No,  sir. 

Mr.  HoYER.  He  indicated  that  in  procuring  goods  with  a  value  of 
approximately  $17  bilUon,  in  instances  GAO  found  that  GSA  over- 
paid in  comparison  with  similar  purchases  made  by  such  States  as 
Texas.  There  was  a  net  savings,  as  I  recall  of  about  $913  million, 
from  their  computations,  and  the  savings  they  affected  over  prices 
that  otherwise  would  have  been  paid. 

Obviously,  there  is  a  net  figure  because  it  is  something  since  we 
overpaid.  Was  that  a  result  of  some  of  your  work  that  you  just 
talked  about? 

Mr.  Barton.  I  would  think  so,  because  we  have  made  some  rec- 
ommendations which  management  has  accepted — our  recommenda- 
tions on  savings,  on  procurements. 

Mr.  HOYER.  I  didn't  mean  the  savings.  I  understand  what  you 
are  saying  there.  What  I  was  really  asking,  did  you  make  the  com- 
putations? In  other  words,  are  you — in  terms  of  the  representation 
of  savings  of  $913  million  in  our  procurement  process,  is  that  a  fig- 
ure that  you  can  sustain  yourself,  that  you  would  say,  yes,  that  is 
the  figure? 

Mr.  Barton.  Well,  I  don't  know.  What  did  the  $900  million  rep- 
resent— how  many  years?  Was  it  one  year? 

Mr.  HOYER.  I  think  that  there  was  a  one-year  savings.  It  was  a 
one-year  savings. 

Mr.  Barton.  I  think  we  could  probably  sustain  in  our  audits 
probably— what— about  400—300  to  400  million. 

Mr.  HOYER.  Okay.  Would  you  submit  for  the  record?  Because  I 
then  would  like  to  ask  Mr.  Thompson,  so  we  know  what  we  are 
comparing.  Both  figures  may  be  correct,  but  we  may  be  comparing 
apples  and  oranges  here. 

Mr.  Early  heard  that  testimony  yesterday.  In  this  procurement 
reform  Congress  is  considering,  one  of  the  things  we  ought  to  do 
is  find  out  where  do  we  start.  What  are  we  saving  now?  And  if  we 
have  procurement  reform,  how  much  more  do  we  save?  But  if  we 
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don't  know  where  we  start,  we  won't  know  where  we  are.  If  you 
can  provide  that  for  us,  it  would  help. 

Mr.  Barton.  I  will  do  that. 

[The  information  follows:] 

IRMS'S  SUBSTAINED  SAVINGS 

I  believe  that  Mr.  Thompson's  statement  regarding  savings  relates  to  the  overall 
efficiencies  gained  by  operating  the  Information  Resources  Management  Service's 
(IRMS)  centralized  procurement  system.  These  savings  come  from  two  primary 
sources.  First,  GSA  can  leverage  on  the  Government's  volume  buying  power  to  lower 
purchase  prices.  Secondly,  because  all  agencies  can  use  the  GSA  established  con- 
tracts, this  greatly  reduces  their  administrative  and  procurement  costs. 

Accordingly,  the  savings  that  Mr.  Thompson  referred  to  are  not  directly  com- 
parable to  the  savings  I  have  been  taking  about  but,  they  are  in  part  related.  Some 
of  the  savings  reported  by  IRMS  as  the  result  of  lower  contract  prices  were  achieved 
based  on  information  developed  in  contract  audit  reports  and  provided  to  contract- 
ing officers  to  help  them  negotiate  better  prices.  For  example,  in  Fiscal  Year  1993 
contract  audit  reports  on  IRMS  proposals  helped  contracting  officers  lower  price 
agreements  by  $106  million.  I'm  sure  this  amount  is  included  in  the  $913  million 
cited  by  Mr.  Thompson  but  you  can  see,  his  savings  figure  encompasses  more  ele- 
ments than  the  work  of  our  offices. 

ROLE  OF  THE  INSPECTOR  GENERAL 

Mr.  HOYER.  I  interrupted  you. 

Mr.  Barton.  No.  We  have  done  some  work  with  most  of  the 
other  agencies.  We  have  gone  to  the  various  services,  volunteering 
our  services.  And  it  has  been  a  little  bit  difficult  because  it  is  kind 
of  like  inviting  the  fox  into  the  chicken  coop.  But  we  are  beginning 
to  do  some  of  this  work,  evaluating  how  they  do  their  processes  and 
recommend 

Mr.  HOYER.  Mr.  Barton,  let  me  pursue  the  "fox  in  the  chicken 
house"  concept  a  little  bit. 

One  of  the  concerns  that  has  been  expressed  by  some  Federal 
employees  I  have  talked  to  is  that  one  of  the  problems  with  the  Of- 
fice of  Inspector  General  is  that  everybody  is  looking  over  their 
shoulder.  In  NPR  there  is  discussion  about  entrepreneurial  spirit 
which,  as  I  have  said  so  many  times  in  this  forum  and  others,  im- 
plies risk.  Risk  implies  that  you  don't  always  win  or  else  it  would 
not  be  a  risk  by  definition. 

Federal  employees  in  particular  know  that  if  there  is  a  loss,  not 
necessarily  in  terms  of  dollars  but  a  program  that  doesn't  work, 
those  dollars  they  wasted — a  purchased  item  that  was  an  oppor- 
tunity to  purchase  didn't  work  out.  In  government  we  don't  have 
a  tendency  to  shrug  our  shoulders  and  say  that  will  happen  and 
move  on.  We  have  a  tendency  to  want  to  investigate,  want  to  have 
a  report  done  and  withdraw  funds  from  that  program. 

One  of  the  concerns  is  the  Inspector  Generals  are  inhibiting  en- 
trepreneurial spirit  and  risk  taking  because  of  everybody's  concern 
about  covering  themselves  for  the  future.  Can  you  comment  on 
that?  Do  you  think  that  is  a  problem  that  perhaps  is  the  case? 

Mr.  Barton.  All  right.  I  think,  going  back  to  when  the  IG  act 
first  came  into  being,  about  1978,  the  strengths  of  the  IG  caused 
them  to  go  into  compHance  audit.  There  was  a  lot  of  scandal  going 
on.  And  I  think  compliance  auditing  is  probably  the  easiest  way  to 
do  audits.  You  know,  you  either — you  are  either  black  or  you  are 
white.  It  is  either  right  or  wrong,  and  you  just  mark  this  line. 
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I  think  the  harder  one  is  to  do  the  program  evaluation,  where 
you  have  to  go  in  and  look  at  the  operation  itself,  make  rec- 
ommendations to  management  and  have  some  expertise  in  that 
area  to  make  those  kind  of  recommendations  and,  hopefully,  the 
management  will  take  them  on.  I  am  losing  my  track  there. 
But 

Mr.  HOYER.  As  an  example,  I  had  somebody  tell  me,  "if  you  have 
everybody,  the  heads  of  the  agency  all  around,  and  the  Inspector 
General  is  in  the  room,  everybody  is  going  to  be  very,  very  careful 
about  what  they  say." 

And  you  are  not  going  to  get  any  really  sort  of  innovative  ideas 
or  even  expressions  that  this  is  what  we  are  trying  do  and  it  didn't 
work  because  folks  are  afraid  that  they  will  have  the  Inspector 
General,  who  is  independent  and  not  necessarily  task  or  goal  ori- 
ented but,  as  you  say,  compliance  audit  directed  and  will,  in  effect, 
inhibit  both  discussion — but,  more  importantly,  inhibit  actions  that 
may  result  in  real  gains  but  are  risks. 

Mr.  Barton.  My  view  is  that  the  Inspector  General  ought  to  be 
able  to  permit  some  of  these  risk  takings  to  go  on,  with  a  proviso 
that,  of  course,  you  did  not  break  a  law  in  doing  it.  And  even  if 
they  would  come  to  us  and  ask  about  a  regulation — to  get  some  ad- 
vice from  us  whether  this  regulation  would  inhibit  the  law. 

I  think  our  concern  really  is  the  taxpayer,  which  is  your  concern 
and  this  Committee's  concern.  That  is  our  main  concern:  the  law 
is  not  broken  and  that  we  wasted  the  people's  money.  I  think  we 
can  afford  to  take  those  risks,  but  there  has  to  be  some  account- 
ability by  the  people  taking  those  risks. 

But  it  does  inhibit  because  we  are  looking  over  their  shoulder. 
And  we  would  rather  come  in  before,  but  then  that  puts  us  at  a 
risk  that — all  right.  We  come  in  before  and  say,  okay,  this  is  great. 
And  then  we  can't  go  back  in  and  change  our  mind  later  on  and 
find  out  it  is  not  working. 

So  we  have  to  play  this  thing.  It  is  kind  of  like  being  on  a  barbed 
wire  fence.  We  want  to  do  what  we  are  supposed  to  do  under  the 
IG  act,  but  we  also  have  to  help  the  agency.  And  we  are — I  think 
we  are  making  some  progress  in  this  agency. 

Mr.  HoYER.  Well,  the  American  public  or  some  of  our  friends  say 
that  government  ought  to  work  more  like  business.  The  fact  is,  of 
course,  a  large,  large  number  of  businesses  fail  every  year  because 
they  took  a  risk  and  it  didn't  work  out.  Frankly,  that  is  what  we 
want  them  to  do,  because  you  are  never  going  to  have  real  suc- 
cesses if  you  don't  take  the  risk. 

In  government,  however,  we  are  really  risk  adverse,  because  the 
consequences  of  even  small  failures  are  very  large  in  government. 
Inspector  Generals,  it  seems  to  me,  have  to  make  the  judgment 
that  there  was  not  fraud,  waste,  abuse  or  criminal  activity  here, 
just  that  the  program  didn't  work  out,  but  it  was  worth  the  try. 

Let  me  yield  I  have  some  additional  questions  about  your  budget, 
but  let  me  yield  to  Mr.  Lightfoot. 

Mr.  Lightfoot.  Thank  you,  Mr.  Chairman. 

Mr.  Barton,  good  to  see  you  today.  I  like  those  32  caliber  cuff 
links  you've  got  on  today. 

Mr.  Barton.  I  use  this  in  my  office,  sir,  to  keep  them  at  bay. 
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BUDGET  REDUCTIONS 


Mr.  LiGHTFOOT.  You  don't  show  them  the  belt  buckle. 

In  your  statement,  you  said,  our  proposed  fiscal  year  1995  direct 
appropriation  of  $33,259,000,  403  FTEs,  represents  a  reduction  of 
fiscal  year  1994  approved  levels  of  $1,666,000  and  20  FTEs.  Then 
you  went  on,  saying  you  have  got  413  stafi"  members  and  so  on. 
Why  did  you  ask  for  the  reduction,  I  guess,  is  the  question? 

Mr.  Barton.  I  didn't. 

Mr.  LiGHTFOOT.  What  was  the  motivation? 

Mr.  Barton.  I  think  it  was  the  Budget  Act  reconciliation  that 
probably  prompted  that  percentage,  1.6  million,  and  also  the  reduc- 
tion coming  in  for  the  lowering  of  the  number  of  Federal  personnel, 
a  little  bit  of  each. 

Mr.  LiGHTFOOT.  With  reductions  and  the  emphasis  on  manage- 
ment reform,  if  I  am  hearing  correctly  here,  how  is  that  going  to 
affect  the  audits?  Assuming  that  the  audits  are  the  source  of  where 
we  save  money  and  we  find  things  that  are  not  working  as  we  an- 
ticipated, is  that  going  to  have  a  negative  impact  on  the  number 
of  audits  you  are  going  to  be  able  to  do?  What  do  you  think  it  will 
do  on  the  number  of  dollars  we  can  save? 

Mr.  Barton.  I  would  visualize  that  probably  the  number  of  pro- 
curement type  contract  audits  would  probably  decrease  because  of 
the  limiting  number  of  procurements  that  are  going  through  that 
would  need  audit  coverage. 

But  I  see  also,  through  the  reinvention  of  government,  that  we 
would  probably  be  doing  more  internal  type  audits,  looking  at  pro- 
grams, to  see  that  something  has  not  dropped  through  that  we 
should  have  picked  up  or  to  assist  the  agency  in  doing  their  work 
better. 

There  is  no  monetary  recovery  from  that  type  of  an  audit.  So  my 
sense  is  that  the  cash  savings  will  drop  a  little  bit,  I  think,  from 
400  million  to  300  million,  somewhere  in  that  area. 

Mr.  LiGHTFOOT.  Okay.  The  budget  you  brought  to  us  today,  is 
this  the  same  one  that  you  took  to  0MB  or 

Mr.  Barton.  Yes. 

Mr.  LiGHTFOOT.  They  are  the  same? 

As  you  know,  we  all  want  to  see  government  be  as  efficient  as 
possible.  Going  back  to  the  other  question,  on  the  savings,  looking 
at  the  programmatic  side  of  it  rather  than  the  actual  audit  side  of 
it,  do  you  foresee  down  the  road  that  this  will  offer  us  any  savings? 
I  know  that  is  a  difficult  one  to  answer,  and  it  is  more  speculative 
than  fact. 

Mr.  Barton.  Yes.  I  could  see  savings  if  we  were  to  help  them  on 
efficiency  and  become  more  effective  and  do  their  business  with 
less  people  and  less  money. 

Mr.  LiGHTFOOT.  Then  will  you  be  making  recommendations.  If 
you  come  in  and  say  audit  my  office  and  say,  this  young  lady  over 
here  would  be  a  lot  more  effective  if  she  were  helping  out  with  this 
job  you  will  get  that  specific  with  them? 

Mr.  Barton.  Right.  We  make  recommendations,  if  they  were  re- 
quired and  they  go  into  a  resolution  process,  which  they  would 
have  to  follow  up  on. 
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Mr.  LiGHTFOOT.  Do  you  think  you  have  got  the  expertise  within 
your  office  to  do  that  now  or  are  you  going  to  have  to  get  some  out- 
side help  or  are  you  going  to  try  to  develop  that  expertise? 

Mr.  Barton.  Yes.  We  are  developing  it  from  within. 

We  had — as  I  told  the  Chairman,  we  had  a  lot  of  auditors  that 
do  compliance  auditing,  and  we  are  putting  them  through  training 
programs  to  develop  more  expertise  in  the  other  areas  of  the  oper- 
ation so  that  they  can  do  the  other  type  audits.  But  I  think  we  can 
do  that  from  within.  Pretty  intelligent  people. 

Mr.  LiGHTFOOT.  So  you  are  basically  expanding  their  skill  level 
then,  taking  it  from  just  number  crunchers  to  taking  it  to  an  ability 
to  make  recommendations  about  business  practices? 

Mr.  Barton.  Yes. 

Mr.  HOYER.  Mr.  Wolf. 

Mr.  Wolf.  I  thank  you,  Mr.  Chairman. 

Hi,  Mr.  Barton.  I  am  a  little  bit  concerned  that  your  budget  is 
being  cut,  to  be  honest  with  you.  If  I  recall — and  I  may  not  be 
right — there  was  another  time  when  I  spoke  to  you  or  at  the  hear- 
ing or  that  you  were  looking  to  add  people  on  at  one  time.  Does 
my  memory  serve  me? 

Mr.  Barton.  Yes. 

Mr.  Wolf.  Yes.  And  the  world  hasn't  really  changed. 

And  if  my  memory  serves  me  that  GSA  over  the  last  40  years 
has  had  some  relatively  serious  criminal  activity  of  kickbacks  and 
things  like  that,  is  that  not  accurate? 

Mr.  Barton.  Yes. 

Mr.  Wolf.  Would  you  just  submit  that  for  the  record  so  we 
know? 

[The  information  follows:] 
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GENERAL  SERVICES  ADMINISTRATION 

OFFICE  OF  INSPECTOR  GENERAL 

FTE'S/APPROPRIATIONS/SAVINGS 

Fiscal  Years  1978  through  1995 


Management 
Decisions  and 


Fiscal 

Appropriation 

Other  Savings 

Year 

FTE 

(SThousands) 

Achieved  fSOOO) 

1978 

233 

7, 105 

Unknown 

1979 

383 

10,016 

Unknown 

1980 

569 

18,874 

Unknown 

1981 

531 

20,806 

Unknown 

1982 

511 

18,183 

Unknown 

1983 

466 

19,200 

129,400^ 

1984 

466 

19,686 

255,359 

1985 

501 

21,473 

169,722 

1986 

440 

19,305 

154,459 

1987 

452 

21,108 

267,438 

1988 

452 

24,334 

221,510 

1989 

452 

25,000 

236, 191 

1990 

425 

26,500^ 

244,654 

1991 

435 

30,997 

254,282 

1992 

435 

35,994-' 

345,589 

1993 

435 

34,748 

416,289 

1994 

423^ 

34,925 

250,000^ 

1995 

400' 

33,259 

230,000^ 

This  information  is  not  available  for  1978-1982.   During  this 
time.  The  Office  of  Inspector  General  was  evolving  from  an  Office 
of  Audits  within  an  Administrative  unit  to  a  separate  entity  as 
called  for  in  the  1978  Inspector  General  Act.   Also,  accounting 
and  reporting  definitions  changed  and  a  formal  Tracking  System 
was  not  put  in  place  until  FY  1984. 

Subsequently  reduced  to  $26,136  by  Gramm  -  Rudman  cut  of  $364. 

Subsequently  reduced  to  $35,891  by  Travel  Reduction  P.L.  102-141 
of  $103. 

Estimate 

Projected 
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ROLE  OF  INSPECTOR  GENERAL 


Mr.  Wolf.  I  know  this  happens  to  any  administration — I  mean, 
you  deal  with  goods  and  services  and  things  Hke  that.  The  only 
way  we  were  really  able  to  stop  the  CIA  moving  out  of  this  area 
to  another  area  was  really  using  the  IG.  Were  you  active  in  that? 
We  had  spoken  to  you  briefly,  I  remember,  but  I  don't  remember 
how  much — you  got  involved  in  the  Navy  move,  I  remember. 

Mr.  Barton.  Yes.  Right.  Yes. 

Mr.  Wolf.  But  if  we  had  not  had  an  independent  IG  at  the  CIA, 
we  would  have  never  been  able  to  stop  the  process.  Because  we  got 
somebody  who  was  not  under  the  direct  line  of  the  Administrator 
or  the  Director  of  central  intelligence  who  was  able  to  give  us  an 
honest  answer.  We  couldn't  even  get  the  information  out  of  the 
CIA. 

Our  government — the  Soviets  got  more  information  based  on  this 
counterintelligence  thing  than  we  were  able  to  get  up  here  on  Cap- 
itol Hill.  And  I  don't  mean  that  as  a  joke.  I  mean  it  seriously.  It 
was  all  done  under  a  black  box,  and  I  couldn't  get  it. 

And  I  tell  the  Chairman,  had  it  not  been  for  the  IG — now  the 
Chairman  has  a  point.  If  you  could  somehow  have  creativity  oppor- 
tunities— just  because  someone  fails  that  is  not  fraud,  waste  and 
abuse.  But  I  don't  think  you  can  really  do  without  the  IG. 

And  we  had  another  example  today  in  my  other  committee  at 
transportation.  They  wanted  to  send  a  political  person  to  sit  up 
with  the  IG.  Well,  I  think  that  is  chilling.  I  think  to  have  a  political 
person  from  the  Budget  office.  Secretary's  office,  to  sit  with  the  IG, 
is  chilling. 

And  so  I  think,  one,  this  is  disturbing  that  you  are  being  cut; 
and,  two,  I  think  we  got  to  be  careful.  Because,  in  the  type  of  busi- 
ness that  you  are  in,  a  lot  of  things  can  happen  that  are  not  very 
good.  I  wonder  if  you  have  any  comment. 

The  other  point  I  would  make  is  on  the  air  systems,  the  AAS  sys- 
tem, at  the  Federal  Aviation.  Lynn  Helms  announced  10  years  ago 
that  it  was  going  to  cost  $2.5  billion.  I  was  on  the  Public  Works 
Committee  then.  We  are  still  arguing  now.  It  is  up  to  6  or  $7  bil- 
lion, and  it  won't  be  finished  now  until  the  year  2004.  Well,  I  think 
had  there  been  more  aggressive  oversight  on  that  by  an  IG  maybe 
at  that  time  it  would  have  been  helpful. 

So  I  think  what  you  do  is  important,  whether  it  be  a  Republican 
administration  or  a  Democratic  administration  because  most  of  the 
problems  you  go  after  and  find  are  really  not  political  in  the  sense. 
I  think  it  is  basically  people  do  things  that  they  shouldn't  do  or 
kind  of  get  caught  on  a  wrong  path  and  don't  really  change. 

So  I  think  the  IG  system  is  good.  I  don't  think  we  should  cut 
your  budget.  And  I  guess  maybe  I  just  ask  if  you  have  any  com- 
ments. 

Mr.  Barton.  Well,  you  know,  we  are  a  player  in  the  budget  proc- 
ess, and  we  have  to,  you  know,  take  the  cuts  where  they  come.  And 
what  we  have  to  do  is  decide  what  we  are  going  to  do  differently 
when  we  go  back.  And  some  of  the  things  that  we  are  doing  now 
we  may  not  be  able  to  do  later  on.  Some  of  the  audits  that  we  are 
doing  today  we  may  not  be  able  to  do.  So  we  are  going  to  have  to 


401 

be  very  selective,  and  we  are  going  to  have  to  decide  by  priority 
what  we  are  going  to  do. 

Mr.  Wolf.  Well,  I  know — you  know,  I  am  concerned  in  my  other 
committee.  The  one,  Office  at  Transportation,  that  has  been  cut,  is 
the  IG.  All  the  other  offices  have  stayed  the  same  or  gone  up. 

And  I  know  the  IG  at  Transportation  has  been  very  critical — she 
was  very  critical  during  the  Bush  administration  of  a  lot  of  things 
that  were  going  on  and,  apparently,  has  been  very  critical  with  re- 
gard to  what  is  going  on  over  at  FAA.  I  have  read 

Mr.  Chairman,  if  I  can  just  suggest  something.  Maybe  you  al- 
ready do  it.  I  think  it  would  be  helpful  for  you  and  the  Ranking 
Member  to  request  for  all  of  the  IG  reports  that  come  out,  that 
they,  as  a  rule,  come  to  the  committee. 

I  get  all  the  IG  reports  that  come  out  in  Transportation,  and 
some  of  the  things  that  I  have  seen  have  been  shocking.  No  need 
to  spread  it  on  the  record,  but  I  would  be  glad  to  share  it  with  you. 
People  using  airplanes  and  doing  things  that  people  never  even 
possibly  thought  could  take  place.  And  so  I  have  found  it  helpful 
at  Transportation  to  have  the  IG  on  a  regular  basis  just  give  me 
a  copy  of  everything  that  has  come  out. 

And  what  I  have  done  in  the  different  agencies — for  instance,  the 
FAA  administrator.  I  have  asked  him  to  take  all  them  home  one 
weekend  and  look  at  them. 

And  my  sense  is  until  we  were  asking  the  different  administra- 
tors to  look  at  them,  that  maybe  just  a  staff  person  was  saying, 
well,  you  know,  this  happened  but,  they  weren't  looking  at  them. 

So  just  to  collect  them  and  take  them  home.  Mr.  Early  could  take 
all  the  reports  home.  Maybe  there  is  only  one.  Maybe  there  are 
three.  It  doesn't  mean  fraud,  waste  and  abuse,  criminal  activity.  It 
is  just  to  review. 

And  I  think  it  would  be  helpful  for  you  and  Mr.  Lightfoot  just 
to  get  all  the  reports.  You  don't  have  to  make  them  public,  but  you 
look,  and  it  gives  you  a  good  sense  of  what  is  going  on  in  the  agen- 
cies. I  found  it  very,  very  helpful  in  DOT. 

Mr.  Lightfoot.  Are  you  saying  the  FAA  is  making  the  Post  Of- 
fice look  efficient? 

Mr.  Wolf.  Well,  I  don't  want  to  go  on  the  record. 

I  will  tell  you  what  we  found.  We  found  things  that — and  they 
happened  in  a  Republican  administration — things  that 

One  thing  has  bothered  me  so  much.  They  just  kind  of  let  this 
thing  go.  And  so — I  don't  know  how  much  resentment  there  is  in 
your  agency  to  you.  I  am  sure  there  is  not  to  you  personally.  There 
must  be  a  little  bit  with  regard  to  your  agency. 

Mr.  Barton.  Actually,  I  think  we  probably  have  a  very  good  rela- 
tionship in  the  GSA.  There  are  some  people  that,  depending  on 
whether  or  not  we  hit  them  during  the  process,  we  don't  get  any 
good  marks  from  them. 

But  it  was  kind  of  interesting,  when  the  Vice  President  was  hav- 
ing his  visits  at  the  various  agencies,  that  most  of  the  agencies, 
they  had  people  speaking  against  the  IG.  And  take  a  little  bow 
from  my  people,  but  when  he  came  to  GSA  there  was  no  remarks. 
So  I  think  we  are  trying  to  do  a  good  job. 

Mr.  Wolf.  Well,  if  we  could  just  for  the  record  see  those  list  of 
major  cases  that  have  taken  place  over  the  years,  just  to  get  some 
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sense.  And  I  guess  that  would  give  us  some  sense  of  what  you 
found  or  didn't  find  or  why  it  is  important  that  you  be  around. 

Although  I  guess  some  of  them  would  have  been  found  by  Justice 
and  not  just  by  IG,  because  a  number  have  come  long  before  you 
came  in  existence.  But  it  would  still  give  us  some  sense  of  the  type 
of  activity  that  potentially  could  go  on  if  you  are  not  always  careful 
watching  the  store. 

[The  information  follows:] 
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List  of  Major  Cases  Worked  Over  the  Past  Several  Years 

The  following  General  Services  Administration,  Office  of  Inspector  General 
Investigations  describe  the  major  types  of  investigations  conducted  by  the  Office  of 
Investigations.  These  investigations  fall  within  three  broad  categories: 

A.  Defective  Pricing/Civil  False  Claims  Investigations 

B.  Criminal  Fraud  Investigations 

C.  Bribery  and  Gratuities  Investigations 

Our  principal  investigative  objective  is  to  uncover  fraud  violations  of  U.S.  from  occurring 
in  GSA's  procurement,  leasing  and  contracting  functions  and  to  ensure  the  integrity  of 
government  and  personnel  assigned  to  carry  out  these  fiinctions. 

A.  Defective  Pricing/Civil  False  Claim.s  Investigations 

1.  I7Q228  -  $10.950.000  SFTTI.EMENT 

In  June  1991,  a  relocation  company  paid  the  Government  $4  million  to  settle  its  civil 
liability  and  agreed  to  pay  $6,950,000  to  the  plaintiffs  in  a  class  action  lawsuit  alleging 
breach  of  contract  and  other  violations  in  cormection  with  a  GSA  contract  involving 
Federal  employees.  Approximately  2,000  Federal  employees  who  were  relocated  from 
24  western  and  central  states  were  eligible  to  share  in  the  class  action  settlement. 

Both  actions  resulted  from  an  OIG  review  which  disclosed  that  the  company,  which  was 
required  to  offer  to  purchase  employees'  homes  at  prices  based  on  independent  appraisals, 
engaged  in  a  pattern  of  misconduct  intended  to  compromise  the  independence  of  the 
appraisal  process  and,  thereby,  lower  the  prices  the  company  would  have  to  pay  for  the 
homes.  GSA  terminated  the  contract  for  default  and  initiated  an  investigation  by  an 
interdepartmental  task  force  which  included  representatives  from  the  Departments  of 
Agriculture  and  Interior  OIGs,  the  Department  of  Justice  Civil  Division,  and  the  U.S. 
Attomey's  Office. 

The  Department  of  Justice  and  attorneys  for  the  plaintiffs  filed  a  class  action  suit  against 
the  company  seeking  monetary  relief  for  those  employees  harmed  by  the  company's 
actions. 

2.  180221  •  S14.8  MILLION  CIVIL  SFTTI.FMFNT 

In  March  1 993,  a  computer  manufacturer  entered  into  a  civil  settlement  agreement  with 
the  Government  to  pay  $14.8  million  to  settle  its  potential  civil  liability  under  the  False 
Claims  Act.  This  is  the  second  largest  civil  settlement  received  in  connection  with  a 
single  case  involving  the  GSA  OIG. 
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A  joint  audit  and  investigation  was  conducted  when  the  company  voluntarily  disclosed  to 
GSA  that  it  jnay  not  have  complied  fully  with  its  contractual  obligations.  Between  1980 
and  1 990,  the  firm  substituted  reconditioned  or  remanufactured  computer  equipment  for 
the  new  equipment  required  by  various  Government  contracts. 

The  settlement  also  resolved  allegations  that  the  company  violated  the  Buy  American  Act 
or  Trade  Agreements  Act  when  it  incorrectly  certified  the  country  of  origin  of  various 
products  which  it  sold  to  the  United  States  Government  during  the  same  time  period. 

3.  190169  -  $7.426.300  SRTTT.EMHNT 

In  March  1991,  the  Government  entered  into  a  civil  settlement  with  a  power  tool  and 
accessories  supplier.  Under  the  terms  of  the  settlement,  the  firm  agreed  to  pay  the 
Government  $7,000,000  and  to  forsake  collecting  $426,300  for  merchandise  shipped  to 
Federal  customers,  but  not  yet  invoiced,  to  setde  its  potential  civil  fi^ud  liability. 

A  joint  OIG  audit  and  investigation  was  initiated  following  the  receipt  of  allegations  from 
a  former  employee  of  the  tool  supplier  that  the  fum  granted  higher  discounts  to 
commercial  customers  than  it  disclosed  to  GSA.  The  OIG  review  confirmed  that  the  firm 
failed  to  disclose  its  highest  commercial  discounts  to  GSA  during  contract  negotiations. 
GSA  contracting  officials  relied  upon  these  data  when  negotiating  the  contracts  and,  as  a 
result,  the  firm  secured  inflated  prices  from  Federal  customers. 

4.  180345  -  $15.1  MILLION  CIVIL  SETTLEMENT 

In  February  1992,  a  supplier  of  computer  equipment  entered  into  a  civil  settlement 
agreement  with  the  Government  to  pay  $15.1  million  to  settle  its  potential  Civil  liability 
under  the  False  Claims  Act.  This  is  the  largest  civil  settlement  ever  received  in 
connection  with  a  single  case  initiated  by  the  GSA  OIG. 

The  joint  audit  and  investigation  determined  that  the  company  violated  the  False  Claims 
Act  by  failing  to  disclose  to  GSA  discounts  it  offered  on  its  computer  equipment  and 
maintenance  service.  The  investigators  found  that  the  company  had  granted  maintenance 
discounts  to  commercial  customers.  GSA  contracting  officers  relied  on  the  information 
provided  by  the  company  and,  as  a  result,  awarded  the  contracts  at  higher  prices  than 
would  have  been  negotiated  had  there  been  proper  disclosure.  Also,  we  determined  that 
the  company  sold  a  significant  quantity  of  refurbished  computer  equipment  under  the 
contract  that  it  represented  as  new  equipment. 

The  settlement  resulted  from  a  3 -year  investigation  by  the  GSA  OIG,  Department  of 
Justice  Civil  Division,  and  the  U.S.  Attorney's  Office  for  the  Northern  District  of  Texas. 
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B.  Criminal  Fraud  Investigations 

5.  1«01  KO  -  FAFSF.  STATKMRNT  CONVICTION 

On  May  1990,  the  president  of  a  bonding  company  was  sentenced  in  U.S.  District  Court 
after  pleading  guilty  to  three  counts  of  making  false  statements  in  order  to  defraud  the 
Government.  He  was  sentenced  to  5  years  in  prison  on  each  count,  with  the  sentences  to 
be  served  concurrently. 

The  sentencing  resulted  from  a  joint  investigation  conducted  by  the  GSA  and  Department 
of  the  Interior  OIGs.  The  investigation,  initiated  after  a  GSA  official  alleged  that  the 
company  had  submitted  fraudulent  bonding  documents  to  the  Government,  disclosed  that 
the  company  president  had  directed  a  fraud  scheme  to  submit  fictitious  bonding 
information.  This  information  was  submitted  in  support  of  37  Federal  construcuon 
contracts  nationwide,  with  a  total  value  of  approximately  $15  million. 

Federal  construction  contracts  require  construction  contractors  to  secure  performance 
bonds  prior  to  obtaining  contracts.  These  bonds  are  normally  obtained  from  a  bonding 
surety  firm  and  guarantee  that  work  will  be  performed  if  the  contractor  fails  to  complete 
the  project.  The  bonding  fum,  which  collects  from  3  to  5  percent  of  the  contract's  value 
from  a  contractor  as  its  fee,  must  have  assets  available  to  cover  the  full  value  of  the  bond. 

Extensive  review  of  the  bonding  company's  property  and  financial  records  revealed  that 
the  firm  pledged  assets  it  did  not  own  and  overstated  the  value  of  its  actual  assets. 
Therefore,  the  Government  was  exposed  to  a  substantial  risk  of  loss  if  a  contractor  failed 
to  perform. 

Previously,  the  company  vice-president  and  another  individual  who  participated  in  the 
scheme  had  pled  guilty  to  conspiracy  to  defraud.  They  were  sentenced  to  prison  terms  of 
1  year  and  6  months,  respectively.  In  addition,  the  company  and  all  three  defendants 
were  debarred  fhjm  Government  contracting. 

6.  190120  -  JANITORIAL  FIRM  OWNER  CONVICTED 

A  joint  investigation  conducted  by  the  GSA  OIG,  Federal  Bureau  of  Investigation,  and 
state  and  local  authorities  disclosed  that  the  owner  of  a  janitorial  firm  submitted 
fraudulent  bid  documents.  The  owner  used  both  personal  and  business  aliases  to  conceal 
that  he  and  his  company  had  been  debarred  from  conducting  business  with  the 
Government.  The  investigators  reviewed  bid  documentation  submitted  in  support  of  26 
GSA  contracts,  valued  in  excess  of  $14  million,  for  janitorial,  maintenance,  and  security 
guard  services.  This  nationwide  review  established  that  a  majority  of  the  owner's  bid 
submissions  contained  fraudulent  information.  The  fraudulent  documents  included 
forged  bid  bonds,  forged  power  of  attorney  forms,  false  and  forged  financial  statements, 
and  false  representation  with  respect  to  the  owner's  identity,  address,  and  debarment 
status. 
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As  a  result  of  the  investigation,  a  Federal  Grand  Jury  indicted  the  owner  on  charges  of 
making  false  statements  and  mail  fraud.  In  January  1991,  he  pled  guilty  in  U.S.  District 
Court  to  two  counts  of  mail  fraud. 

7.  I9237S  -  CITRUS  COMMUNITY  COLLEGE 

This  investigation  was  initiated  based  on  information  from  Defense  Logistics  Agency 
(DLA)  regarding  200  diesel  marine  engines  reutilized  by  a  Los  Angeles  area  community 
college  through  the  GSA  Propjerty  Donation  Program  and  California  Department  of 
General  Services.  DLA  had  received  information  that  the  same  engines  had  been 
advertised  for  resale  prior  to  bid  opening. 

Investigation  disclosed  that  an  instructor  for  Citrus  Community  College,  an  eligible 
donee,  acquired  the  engines  on  behalf  of  the  College  and  immediately  resold  them  to  a 
Portland,  OR  engine  repair  firm  in  violation  of  Program  requirements.  Further 
investigation  revealed  the  instructor  had  acquired  substantial  additional  donated  property 
which  was  also  converted  to  his  personal  use  or  profit. 

Search  Warrants  were  executed  at  the  college,  the  instructors  residence  and  an  Ontario, 
CA  equipment  hauling  and  storage  facility.  Government  property  valued  at  more  than  $5 
million  was  seized. 

In  June  1993,  the  instructor  and  his  son  were  indicted  for  theft  of  government  property 
and  entered  guilty  pleas  during  their  trial. 

8.  180273  -  THEFT  OF  FEDERAL  SURPLUS  PROPERTY 

In  January  1990,  a  former  manager  of  a  State  Agency  for  Surplus  Property  pled  guilty  to 
theft  of  Government  property  and  mail  fiaud. 

The  conviction  resulted  fix)m  OIG  reviews  that  were  initiated  after  receipt  of  anonymous 
allegations  that  the  manager  was  illegally  selling  surplus  personal  property  obtained 
through  the  GSA  Donated  Property  Program.  We  found  inventory  shortages  at  the  State 
agency  and,  subsequently,  our  investigators  uncovered  a  fiaud  scheme,  involving  the  sale 
of  surplus  property  to  commercial  entities,  directed  by  the  manager  over  a  2-year  period. 
The  surplus  property,  with  an  original  acquisition  cost  of  almost  $620,000.  included 
machine  shop  equipment,  boat  propellers,  and  scrap  metal. 

The  investigators  utilized  information  provided  by  informants  and  key  witnesses  to 
document  the  extent  of  the  fiaud  scheme.  They  found  that  the  manager  sold  the  property 
to  businesses  who  were  unaware  of  the  source  of  the  property  and  of  the  illegality  of 
purchasing  such  property.  In  order  to  conceal  these  sales,  the  manager  substituted  items 
of  lesser  value  into  the  surplus  property  inventory.  The  substitute  items  were  then  sold  at 
public  auctions  and  the  manager  falsely  certified  to  GSA  that  he  had  actually  sold  the 
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higher-value  property  originally  obtained  from  GSA.  The  manager  made  a  personal 
profit  of  nearly  $100,000  through  his  illegal  activities. 

After  the  State  was  informed  of  the  manager's  activities,  he  was  fired. 

9.  IQnnt  -  FAI.SF.  STATEMENTS  AND  CONSPIRACY  CONVICTION 

In  response  to  an  anonymous  complaint,  the  OIG  investigated  a  company  which 
contracted  with  the  Government  to  provide  night  vision  equipment. 

Our  investigation  disclosed  that  the  company  vice  president  falsely  represented  that  he 
owned  a  legitimate  commercial  enterprise  when,  in  fact,  no  company  existed.  The 
company  official  created  this  non-existent  company  to  gain  approval  as  a  Multiple  Award 
Schedule  contractor.  Representing  the  bogus  company,  the  vice  president  submined  false 
cost  and  pricing  data  and  catalogs  to  GSA  for  night  vision  equipment  and  in  tlie  process 
misrepresented  himself  as  a  distributor  of  this  equipment.  Between  August  1988  and 
December  1990,  the  company  official  did  over  $7  million  worth  of  business  with  the 
Government. 

A  second  aspect  of  this  scheme  involved  the  creation  of  a  shell  corporation  to  obtain 
night  vision  equipment  from  a  manufacturer  not  authorized  to  sell  in  the  United  States. 
After  the  company  official  obtained  the  equipment,  he  then  used  the  shell  corporation  as  a 
means  to  make  it  available  under  the  Multiple  Award  Schedule  contract.  The  firm  also 
submitted  fabricated  documents  in  response  to  an  OIG  subpoena  for  the  purpose  of 
covering  up  the  scheme.  In  April  1993,  the  company  vice  president  pled  guilty  in  S. 
District  Court  to  submitting  false  statements  and  obstructing  the  OIG  investigation.  The 
company  pled  guilty  to  submitting  false  statements  to  GSA.  The  shell  company  pled 
guilty  to  aiding  and  abetting  in  the  submission  of  false  statements. 

10.  IS0088  .  FR Al  ID  CONVICTION 

On  July  28,  1989,  the  owner  of  a  transportation  firm  was  sentenced  in  U.S.  District  Court 
after  pleading  guilty  to  mail  fraud.  He  was  sentenced  to  3  years  in  prison  (30  months 
susf)ended)  and  3  years  probation,  and  was  ordered  to  pay  almost  $400,000  in  resti^ition. 

The  conviction  resulted  from  an  extensive  5-year  OIG  investigation  initiated  after  a  GSA 
official  Jilleged  that  the  firm  submitted  falsified  delivery  documents  relating  to  a  freight 
hauling  contract  held  with  GSA.  The  investigation  disclosed  that  the  comp.iny  owner  had 
directed  a  massive  fraud  scheme  involving  freight  shipments  to  over  50  locations.  Over  a 
3-year  period,  the  company  altered  bills  of  lading  to  falsify  shipment  weights  and 
included  charges  for  services  not  performed.  GSA  relied  upon  these  documents  when 
paying  the  company  and,  as  a  result,  paid  an  inflated  amount  for  the  freight  shipments. 

OIG  personnel  reviewed  thousands  of  billing  documents  during  the  course  of  the 
investigation  to  determine  the  extent  of  the  overbillings.  This  effort  required  the  use  of 
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computer  programs  jointly  designed  by  a  U.S.  Attorney's  Office  and  OIG  staff.  We  were 
able  to  calculate  that  GSA  had  overpaid  the  company  some  $200,000  for  the  fraudulent 
billings. 

11.  I8047R  -  $425.000  CIVIL  SETTLEMENT 

The  former  president  of  a  chemical  company  executed  mortgages  and  security  interests  in 
favor  of  the  Government  to  secure  payment  of  $250,000  as  part  of  a  $425,000  settlement. 
In  return  for  the  agreement,  the  Govemnjent  agreed  to  dismiss  its  civil  False  Claims  Act's 
action  in  Federal  district  court  against  the  company  and  its  principal  officers.  The 
company  had  contracts  with  the  Government  for  over  20  years,  selling  chemical  products, 
including  solvents  used  to  clean  fuel  systems  on  Air  Force  jets.  The  company  had  failed 
to  test  products  to  determine  whether  they  would  perform  as  required  and  substituted 
defective  and  contaminated  products.  The  former  president  of  the  company  had 
previously  pled  guilty  to  Federal  criminal  charges  in  cormection  with  this  scheme.  He 
and  the  company  were  previously  debarred  from  Goverrmient  contracting  by  the  Defense 
Logistics  Agency. 

12.  170018  -  $5.6  MILLION  CIVIL  JUDGMENT 

On  October  1989,  a  U.S.  District  Court  entered  a  $5.6  million  civil  judgment 
for  the  United  States  against  a  partitions  supply  firm.  The  court  found  that  the  firm  had 
defrauded  the  Government. 

A  joint  audit  and  investigation  disclosed  that  the  contractor  falsified  laboratory  test 
results  in  order  to  obtain  its  GSA  contract.  Independent  laboratory  tests  confirmed  that 
partitions  sold  to  Federal  agencies  contained  a  cheap,  flammable  cardboard  filler,  rather 
than  the  fire  retardant  material  specified  in  the  contract. 

Previously,  the  company  and  its  president  had  been  convicted  of  conspiracy,  submitting 
false  claims,  and  preparing  false  statements.  The  company  and  its  president  were  each 
fined  $365,000.  In  addition,  the  president  was  sentenced  to  9  years  in  prison  (5  years 
suspended)  and  5  years  probation.  Both  parties  were  also  debarred  from  doing  business 
with  the  Government  for  a  3 -year  period. 


C.  Bribery  and  Fraud  Investigations 

13.  I8Q086  -  THEFT  OF  GOVERNMEhTT  PROPERTY 

A  joint  GSA  OIG  and  Federal  Protective  Service  investigation  resulted  in  the  convictions 
of  three  members  of  a  loc£il  labor  union  and  a  former  GSA  employee  for  mail  fraud  and 
for  giving  and  receiving  gratuities.  An  investigation  was  initiated  following  allegations 
that  a  stolen  vehicle  ring  and  a  vehicle  substitution  scheme  had  been  operating  out  of 
leased  space  at  a  GSA  depot  and  involved  at  least  three  Government  vehicles. 
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The  investigators  found  that  a  former  GSA  employee  had  received  two  vehicles  in 
exchange  for  permitting  car  theft,  an  insurance  firaud  scheme,  and  a  vehicle  substitution 
scheme  to  proceed  in  space  GSA  leased  to  a  movie  company  for  a  television  series.  The 
labor  union  members,  who  were  responsible  for  purchasing  vehicles  used  in  spectacular 
crash  and  explosion  sequences,  stole  Government  vehicles  and  destroyed  them  for  the 
television  series  rather  than  destroy  the  vehicles  donated  for  that  purpose. 

In  February  1992,  one  individual  pled  guilty  to  charges  of  mail  fraud.  Also  in  February 
1992,  the  second  and  third  individuals  were  convicted  of  mail  fraud  and  the  third 
individual  convicted  of  giving  a  gratuity.  Also,  the  former  GSA  employee  had  been 
convicted  on  two  counts  of  receiving  a  gratuity. 


14.  ig^Sfi^  -  HIGH  RANKING  GSA  RXKCUTIVF.  PLEADS  GUILTY 

In  August  1992,  a  senior  GSA  official  pled  guilty  to  charges  of  conspiring  to  and 
receiving  gratuities  from  a  Government  contractor.  In  addition,  the  same  GSA  official 
entered  into  a  $20,000  civil  settlement  of  claims  that  he  failed  to  report  meals, 
entertainment,  and  lodging  he  had  received  from  a  Government  contractor. 

In  September  1992,  the  Government  contractor  involved  with  paying  improper  gratuities 
to  the  GSA  official  agreed  to  pay  $356,020.10  for  administrative  costs  incurred  by  the 
OIG  in  investigating  the  allegations. 

15.  191265  .  F.MPLOYFR  ALLEGATION  RESISTS  IN  CONVICTION 

In  November  1992,  a  prospective  GSA  lessor  pled  guilty  in  U.S.  District  Court  to 
offering  a  bribe  lo  a  Federal  official  The  conviction  resulted  from  an  investigation 
initiated  after  a  GSA  realty  specialist  alleged  to  the  OIG  that  the  prospective  lessor  had 
offered  a  bribe.  In  return,  the  realty  specialist  was  to  provide  bid  information  to  the 
prospective  lessor. 

The  realty  specialist  cooperated  with  OIG  special  agents  and  participated  in  a  meeting 
during  which  the  prospective  lessor  offered  and  paid  the  realty  specialist  a  bribe  to 
guarantee  a  lease  award.  The  prospective  lessor  was  consequently  arrested  by  OIG  agents 
and  charged  in  U.S.  District  Court  for  violation  of  bribery  laws. 
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AUDIT  REPORTS 


Mr.  Wolf.  I  want  to  thank  you.  You  have  always  been  very,  very 
helpful.  I  appreciate  it. 

Thank  you,  Mr.  Chairman. 

Mr.  HOYER.  Mr.  Barton,  how  many  reports  do  you  issue  a  year? 

Mr.  Barton.  Last  year  we  issued  340  audit  reports. 

Mr.  HOYER.  I  don't  know  whether  we  would  want  to  ask  for  all 
of  those.  Are  you  getting  all  of  those? 

Mr.  Barton.  We  do,  as  you  know,  Mr.  Chairman,  send  a  copy  of 
our  semiannual,  which  has  some  of  the  audits  that  we  do.  And  if 
there  is  any  that  kind  of  click  that  you  need  others,  we  will  be  glad 
to  send  them  to  you. 

PERFORMANCE  MANAGEMENT 

Mr.  HoYER.  Mr.  Wolf  makes  a  useful  suggestion.  I  did  not  mean 
to  imply  that  we  don't  need  to  make  sure  that  people  are  not  steal- 
ing or  utilizing  things  beyond  the  law.  I  did  mean  to  imply  that  we 
don't  want  people  so  careful  that  they  are  not  prepared  to  innovate 
and  take  risks  and  do  things  that  may  result  in  substantially  im- 
proved profits,  if  you  will,  in  the  context  of  government.  These  in- 
novations or  risks  by  definition,  could  cost  us  as  well  because  when 
it  doesn't  work  out  the  way  we  thought  it  would  work  out. 

The  report  accompanying  the  House-passed  1994  appropriations 
bill  directed  the  agencies  to  conduct  a  review  of  performance  man- 
agement. How  have  you  in  the  GSA  Inspector  General's  Office, 
measured  your  own  performance?  What  criteria  do  you  use? 

Mr.  Barton.  All  right.  We  have  several  that  we  use.  Let  me  go 
back  here. 

I  am  having  difficulty  finding  it,  but  we  measure  it  in,  say,  from 
the  investigative  side,  the  number  of  convictions — let  me  try  to  find 
this. 

Mr.  Hover.  Take  your  time, 

Mr.  Barton.  Here  it  is. 

What  we  are  using  are  the  management  decisions  to  put  funds 
to  better  use,  and  that  is  where  we  got  the  $400  million,  that  these 
are  decisions  that  the  management  has  agreed  to  accept  from  our 
recommendations.  And  the  management  decisions 

Mr.  Hover.  That  $400  million,  then,  is  a  measure  of  savings  to 
be  affected  by  reforms  or  change  in  operations  or  use? 

Mr.  Barton.  Yes,  how  they  would  spend  the  money,  how  they 
may  not  have  to  spend  the  money. 

Mr.  Hover.  Is  that  $400  million  we  were  using  before  in  terms 
of  savings? 

Mr.  Barton.  Yes. 

Mr.  Hover.  I  understand  that  that  is  not  related.  What  I  was 
talking  about  earlier,  the  $17  billion,  in  the  purchase  of  supplies 
and  goods.  What  Mr.  Thompson  said  is  that  their  analysis  leads 
them  to  a  conclusion  that,  as  a  result  of  using  GSA  as  a  central 
purchasing  agent  and  getting  bulk  prices,  as  well  as  time  savings 
and  all  that,  that  there  has  been  a  net  savings  of  $913  million.  Or 
said  another  way,  if  you  had  done  it  discreetly,  without  a  central- 
ized process,  it  would  have  cost  you  $17,993  billion  dollars — as  op- 
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posed  tx)  $17  billion.  I  would  like  you  tx)  look  at  that  and  see  if  you 
agree  with  that  hypothesis  of  savings. 

This  $400  million,  obviously,  is  related  to  efficiencies  that  you 
have  suggested  in  ways  of  operating. 

Mr.  Barton.  And  part  of  it  is  in  here,  too. 

Mr.  HOYER.  Oh,  is  part  of  it  in  there,  too? 

Mr.  Barton.  Yes.  Then  we  measure  indictments  and  convictions 
and  contractor  suspensions  and  debarment.  And  that  is  with  the 
four  that  we  are  using  right  now. 

Mr.  Hoyer.  Do  you  have  a  graph?  I  notice  you  have  some  graphs 
on  there.  Here,  I  have  a  copy  here.  Now,  1993  was,  in  terms  of  sus- 
pensions and  debarments,  was  that  an  anomalous  year?  It  seems 
to  be  very  high.  I  can't  read  the  numbers. 

Mr.  Barton.  What  happens  in  the  suspension  debarments  is  that 
we  will  probably  make  application  to  acquisition  policies  for  sus- 
pension debarment,  and  they  will  stack  up.  I  have  a  feeling  that 
these  are  stacking  up.  And  then  they  are  coming  to  completion,  and 
they  are  probably  all  stacked  up  at  that  point. 

Is  there  any  additional  ones  in  there?  I  think  that  is  where  that 
came  from.  There  is  a  process  that  they  have  to  go  through  to  go 
through  the  suspension  debarment. 

Mr.  HOYER.  Okay.  Would  that 

Mr.  Barton.  I  can  give  you  the  breakdown. 

Mr.  Hoyer.  On  those  figures,  how  far  back  do  you  go? 

Mr.  Barton.  Probably  back  to  1978,  1979,  I  suspect. 

Mr.  Hoyer.  Was  1993  a  unique  year? 

Mr.  Barton.  Yes,  it  was.  It  was  a  good  year  for  us.  We  had  a 
lot  of  activity  but  I  can  provide  the  background  for  that  part  for 
the  record. 

Mr.  Hoyer.  Okay.  What  are  those  numbers?  It  is  hard  to  read. 
Can  you  read  them?  115,  135,  155.  I  guess  that  is  162?  Hard  to 
read  this.  You  got  a  better  read  out  there?  Oh,  you  wrote  them  in. 
You  had  about  50  percent  more  in  1993  than  you  had  in  either 
1994  or  1995. 

Mr.  Barton.  I  will  have  to  look  at  that. 

Mr.  Hoyer.  Said  another  way,  you  had  33  percent  less.  Can  you 
explain  that? 

Mr.  Barton.  I  will  for  the  record,  yes. 

Mr.  Hoyer.  Okay,  sure. 

[The  information  follows:! 
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GENERAL  SERVICES  ADMINISTRATION 

OFFICE  OF  INSPECTOR  GENERAL 

OFFICE  OF  INVESTIGATIONS 

PRODOCTIVITY  FACTORS 

FOR  FISCAL  YEARS  1978  THROUGH  1993 

AND  FIRST  QUARTER  FY  1994 


FISCAL 

SUSPENSIONS 

MONETARY 

YEAR   . 

DEBARMENTS 

INDICTMENTS 

CONVICTIONS 

RECOVERIES 

1978 

Unknown 

Unknown 

Unknown 

Unknown 

1979 

182 

35 

29 

241,566 

1980 

59 

53 

55 

521,388 

1981 

77 

56 

37 

1,311,948 

1982 

129 

29 

31 

1,114,753 

1983 

98 

60 

62 

5,956,794 

1984 

83 

57 

43 

10,091,743 

1985 

91 

72 

63 

732,228 

1986 

98 

43 

50 

4,071,640 

1987 

120 

40 

34 

3,463,762 

1988 

113 

43 

39 

7,339,979 

1989 

122 

43 

48 

8,192,328 

1990 

121 

42 

36 

15,901,252 

1991 

137 

35 

33 

22,870,997 

1992 

78 

38 

33 

35,016,139 

1993* 

187 

46 

38 

26,842,690 

1994** 

32 

2 

9 

2,347,396 

*  Includes  backlog  of  suspensions  and  debarments  not  completed  in 
fiscal  year  1992. 


**First  quarter  data. 
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Mr.  HOYER.  The  indictments  or  convictions  were  pretty  stable? 

Mr.  Barton.  Yes.  Yes. 

Mr.  HOYER.  As  a  matter  of  fact,  they  are  almost  exactly  alike  in 
1993  and  1994. 

Mr.  Barton.  Yes,  just  about. 

Mr.  HoYER.  Little  bit  down  in  1994.  Do  you  have  a  longer  contin- 
uum of  experience  there?  Is  that  reflective  of  your  average  here? 

Mr.  Barton.  Yes,  it  looks  about  the  same.  Yes. 

Mr.  Hover.  As  a  result  of  management  decisions  to  recover  funds 
negotiated  through  court-ordered  recoveries,  this  is  dollars  recov- 
ered, 26,  30,  30,  about  $30  million? 

Mr.  Barton.  Yes,  yes. 

Mr.  HoYER.  Explain  to  me.  Recovered  in  what  ways?  From  what? 

Mr.  Barton.  Through  either  civil  or  criminal  court  proceedings 
where  a  company  will  agree  to  pay  GSA  the  money  that  is  due 
them  through  some  contract  problem.  Some  of  it  is  on  fines.  What 
else  would  it  be?  Administrative  penalties,  too. 

NATIONAL  performance  REVIEW 

Mr.  HOYER.  Okay.  Going  back  to  NPR.  The  NPR  said  there  needs 
to  be  a  cultural  revolution  within  many  IG  offices.  I  suppose  what 
that  meant  is  a  move  from  compliance  audit  to  a  programmatic 
audit. 

Mr.  Barton.  Yes.  Kind  of  get  away  from  the  "I  gotcha." 

Mr.  HOYER.  I  agree  with  Mr.  Wolf,  the  "I  gotcha"  is  important. 
We  don't  want  to  let  people  believe  there  is  no  longer  a  watchdog 
for  wrongdoing.  We  need  to  do  that. 

Mr.  Barton.  No,  I  think  we  have  to  pay  particular  attention  as 
we  are  coming  downward  because,  as  you  reorganize,  your  organi- 
zation at  the  agency  you  are  working  with,  some  of  these  internal 
controls  have  a  tendency  to  drop  out.  And  we  have  to  make  sure 
that  we  don't  lose  2iny  of  them  in  the  process.  So  we  are  going  to 
be  very  busy. 

Mr.  HoYER.  I  have  a  group  of  questions  I  want  to  ask  you  about 
performance  management  for  the  record. 

APPROPRIATIONS  AND  SAVINGS 

We  are  coming  to  a  vote,  and  I  don't  know  whether  Members 
want  to  come  back  if  we  have  additional  questions. 

Mr.  Lightfoot,  do  you  have  additional  questions? 

Mr.  Lightfoot.  I  have  just  one  question.  We  can  do  it  right 
quick. 

Something  occurred  to  me  a  while  ago  when  we  were  talking.  I 
am  an  old  country  boy.  It  takes  awhile  for  it  to  soak  in. 

Take  like  a  $1.6  million  cut  in  your  budget— and  did  I  under- 
stand you  correctly  when  you  said  you  thought  the  savings  might 
drop  from  $400  to  $300  million? 

Mr.  Barton.  Yes. 

Mr.  Lightfoot.  So  we  are  going  to  take  a  million  dollar  savings 
in  your  budget,  we  are  going  to  lose  100  million  in 

Mr.  Barton.  That  might  well  be. 

Mr.  Lightfoot.  Doesn't  look  like  a  very  good  trade  to  me. 

Mr.  Barton.  No,  that  is  one  of  the  things  that  we  have  been  able 
to  do  as  return  on  investment,  has  been  pretty  good  for  this  organi- 
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zation.  We  returned  around  $8.00  for  every  dollar  appropriated  to 
us.  When  you  have  a  cut  in  personnel,  then  you  have  fewer  audits 
that  you  are  going  to  do  in  that  area.  So  the  cut  will  come. 

Mr.  LiGHTFOOT.  I  share  Mr.  Wolfs  views  and  I  think  the  Chair- 
man's concerns  as  well,  that  we  might  be  giving  the  watchdog  rub- 
ber teeth  here. 

Mr.  HOYER.  If  we  increase  your  budget  by  $120  million,  does  that 
get  us  a  billion? 

Mr.  Barton.  Make  me  happy. 

Mr.  HoYER.  You  didn't  answer  my  question. 

Mr.  Barton.  I  think,  you  know 

Mr.  HOYER.  There  wasn't  any  doubt  in  my  mind  it  would  make 
you  happy. 

Mr.  Barton.  I  think,  as  our  record  has  shown,  that  an  increase 
in  our  appropriation  makes  a  return.  You  know,  if  you  take  our — 
what  it  costs  us  to  do  our  business,  say  last  year  around  $35  mil- 
lion, and  we  returned  $400  million  into  the  process  in  government, 
then  that  is  about  an  800  percent  return  on  investment,  which  is 
not  too  bad  when  you  look  at  it  that  way. 

Mr.  LiGHTFOOT.  Beats  Dean  Witter. 

Mr.  Barton.  I  think  the  IG  not  only  here  in  GSA,  but  I  think 
all  of  them  pay  their  way.  And  our  problem  is  that  a  lot  of  our  sav- 
ings are  not  applied  directly  to  GSA;  it  is  applied,  you  know,  across 
government.  But  it  is  still  there. 

Mr.  HoYER.  Of  course,  my  question  is  broader  than  that.  The  IRS 
will  tell  us,  correctly,  that  for  every  dollar  spent  for  enforcement 
they  return  X  percentage  geometrically  greater  than  the  expendi- 
ture. The  Customs  Service  will  tell  you  essentially  the  same  thing. 
We  could  conclude,  if  we  just  pump  those  budgets  up  large  enough, 
we  would  balance  the  budget.  Quite  obviously,  no  matter  how  much 
money  you  spend  on  IRS  or  the  IG,  it  is  a  finite  number  that  is 
out  there,  either  in  terms  of  waste,  fraud  and  abuse  or  taxes  not 
paid.  So  I  was  being  somewhat  facetious  on  increasing  it  $120  mil- 
lion and  betting  a  billion  return;  the  8-to-l  ratio  that  you  reference. 

Mr.  LiGHTFOOT.  Well,  a  question  then  to  follow  on  to  your  hy- 
pothesis, which  is,  what  percent  of  waste,  fraud  and  abuse  is  get- 
ting away  from  us  that  we  are  not  getting?  I  mean,  if  you  want 
to — ^because  I  think,  you  know,  I  think  Steny  is  going  in  the  right 
direction.  I  realize  what  he  is  saying,  but  at  the  same  time,  with 
the  current  budget  and — how  much  of  it  are  we  getting?  I  mean, 
what  is  out  there?  What  do  you  think  gets  through  the  cracks? 

Mr.  Barton.  I  don't  know.  It  is  just  only  what  we  have  come  in 
to  our  attention.  There  is  probably  much  more  out  there  because 
law  enforcement  is  that  way.  You  know,  if  you  get  10  percent  of 
the  crime,  you  are  doing  pretty  good. 

So  whether  that  interpolates  in  this  agency  or  the  people  we  do 
business  with,  I  don't  know. 

Mr.  HoYER.  Mr.  Barton — excuse  me. 

Mr.  LiGHTFOOT.  That  was  all. 

STAFFING  AND  SAVINGS  IN  IG  OFFICE 

Mr.  HOYER.  Mr.  Barton,  I  want  to  recognize  Mr.  Istook  for  a  cou- 
ple minutes.  First  I  have  one  question,  when  was  your  office  estab- 
lished? 
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Mr.  Barton.  1978. 

Mr.   HOYER.    1978.   To  the  extent  you  can,   please  provide  the 
FTEs,  the  dollars  expended,  and  the  savings  affected  by  your  office 
Mr.  Barton.  Since  1978? 
Mr.  Hoyer.  Since  1978. 
[The  information  follows:] 
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GENERAL  SERVICES  ADMINISTRATION 

OFFICE  OF  INSPECTOR  GENERAL 

FTE • 8 /APPROPRIATIONS / SAVINGS 

Fiscal  Years  1978  through  1995 


Management 
Decisions  and 


Fiscal 

Appropriation 

Other  Savings 

Year 

FTE 

(SThousands) 

Achieved  fSOOO) 

1978 

233 

7,105 

Unknown 

1979 

383 

10,016 

Unknown 

1980 

569 

18,874 

Unknown 

1981 

531 

20,806 

Unknown 

1982 

511 

18,183 

Unknown 

1983 

466 

19,200 

129,400 

1984 

466 

19,686 

255,359 

1985 

501 

21,473 

169,722 

1986 

440 

19,305 

154,459 

1987 

452 

21,108 

267,438 

1988 

452 

24,334 

221,510 

1989 

452 

25,000 
26,500 

236,191 

1990 

425 

244,654 

1991 

435 

30,997 
35,994^ 

254,282 

1992 

435 

345,589 

1993 

435 

34,748 

416,289 

1994 

423 
400^ 

34,925 

250,000^ 

1995 

33,259^ 

230,000^ 

This  information  is  not  available  for  1978-1982.   During  this 
time,  The  Office  of  Inspector  General  was  evolving  from  an  Office 
of  Audits  within  an  Administrative  unit  to  a  separate  entity  as 
called  for  in  the  1978  Inspector  General  Act.   Also,  accounting 
and  reporting  definitions  changed  and  a  formal  Tracking  System 
was  not  put  in  place  until  FY  1984. 

Subsequently  reduced  to  $26,136  by  Gramm  -  Rudman  cut  of  $364. 

Subsequently  reduced  to  $35,891  by  Travel  Reduction  P.L.  102-141 
of  $103. 

Estimate 

Projected 
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Mr.  HOYER.  Mr.  Istook. 

Mr.  Istook.  Thank  you,  Mr.  Chairman.  I  think  my  staff  turned 
in  some  questions  for  the  record  yesterday,  and  I  do  not  have  any 
follow-up  to  that.  Thank  you. 

Mr.  HOYER.  Obviously,  as  you  know,  in  all  of  government,  there 
is  an  $8  billion  reduction  in  discretionary  spending.  It  is  the  first 
time  since  I  have  been  in  Congress  that  there  has  been  a  real  dol- 
lar decrease  in  discretionary  spending.  Everybody  is  tight.  As  a  re- 
sult, I  am  sure  that  our  Committee  is  going  to  have  to  reduce  a 
lot  of  agencies  below  the  real  dollars  that  they  had  to  expend  last 
year.  This  is  not  because  we  necessarily  want  to  or  because  it  is 
the  best  fiscal  decision,  although  we  want  to  cut  out  bad  fiscal  pol- 
icy and  where  we  can  get  a  good  return  we  may  want  to  increase 
funding. 

Thank  you,  sir.  We  very  much  appreciate  your  testimony.  We 
have  some  questions  for  the  record  which  we  would  like  you  to  an- 
swer. We  will  insert  the  questions  and  your  answers  at  this  point 
in  the  record.  Additionally,  we  will  also  insert  the  justifications  in 
the  record  at  this  point. 

[Questions  and  answers  for  the  record  and  the  justifications  fol- 
low:] 
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QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  THE  COMMITTEE 
NATIONAL  PERFORMANCE  REVIEW 


Question.  The  National  Performance  Review  (NPR)  recommends  a  broader  approach  for  the 
Inspector  Generals.  The  NPR  recommends  moving  from  strict  compliance  auditing  to  evaluating 
management  control  systems.  What  are  you  doing  to  implement  the  NPR  recommendation? 

Answer.  Well  before  the  NPR  raised  the  issue,  we  had  recognized  the  need  to  broaden  our  audit 
services  to  include  more  emphasis  on  assessing  systems  of  internal  controls.  In  fact,  we 
previously  adopted  a  requirement  that  each  management  audit  report  contain  a  separate  section 
describing  the  work  performed  to  assess  internal  controls  of  activity  audited. 

Our  office  plays  a  major  role  in  the  agency's  annual  Federal  Manager's  Financial  Integrity  Act 
review  which  requires  managers  to  assess  their  programs  exposure  to  vulnerabilities  and  to 
evaluate  how  well  their  control  systems  are  working.  Participation  involves  everyone  from  the 
working  level  auditor  to  the  Inspector  General,  who  is  a  member  of  the  Administrator's 
Management  Control  Council. 

To  enhance  our  office's  overall  abilities  to  assess  internal  controls,  every  professional  member  of 
the  Office  of  Audits  was  provided  formal  training  on  how  to  perform  internal  control 
evaluations. 

This  kind  of  audit  work  has  always  been  part  of  our  ongoing  efforts,  but  more  recently  has  been 
given  increased  attention.  Internal  control  work  is  a  cornerstone  of  our  annual  agency  financial 
statements  audit.  In  addition,  our  Fiscal  Year  1994  audit  plans  include  assignments  which 
specifically  focus  on  evaluation  of  internal  controls.  We  are  fully  supportive  of  the  NPR's  view. 


Question.  The  NPR  suggests  that  the  Inspector  Generals  not  just  look  for  fraud,  waste,  and 
abuse,  but  help  managers  improve  systems  to  prevent  fraud,  waste,  and  abuse.  What  systems  in 
GSA  have  you  evaluated  to  ensure  efficient  and  effective  service? 

Answer.  V/e  agree  with  the  NPR  view  that  Offices  of  Inspector  General  must  go  beyond 
detecting  fraud,  waste,  and  abuse,  and  help  managers  prevent  negative  outcomes  and  ensure 
efficient  and  effective  service.  In  this  regard,  we  believe  our  efforts  to  increase  the  number  of 
program  evaluations  we  conduct  is  most  responsive  to  this  point.  A  few  examples  of  program 
evaluations  follow: 

-  a  study  of  the  GSA  supply  system  identified  that  many  items  stored  in  warehouses  could  be 
more  economically  acquired  for  Federal  agencies  if  the  products  were  shipped  directly  from  the 
manufacturer  to  the  user.  This  approach  would  also  reduce  shipping  storage,  processing  costs, 
and  reduce  item  costs  by  several  millions  of  dollars. 

-  a  study  of  contracting  activities  identified  imbalances  between  the  numbers  of  personnel  in 
work  units  and  the  amount  of  contract  workload  assigned  to  the  units.  Because  there  was  no 
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QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  THE  COMMITTEE 

National  Performance  Review  (cont.) 

work  measurement  system  this  sitxiation  was  not  identified  sooner.  Many  procurement  personnel 
reported  that  these  imbalances  were  the  cause  of  delayed  contract  awards.  In  addition,  some 
contracting  personnel  believed  they  were  not  doing  the  best  possible  job  because  they  had 
inadequate  time  to  prepare  for  and  negotiate  contracts.  Developing  a  system  to  match  resources 
to  work  requirements  would  overcome  delays  and  should  improve  service  quality. 


Question.  The  NPR  suggested  that  while  there  is  no  need  to  change  any  laws  to  effect  this 
broader  focus  for  IGs,  there  is  a  need  for  a  "cultural  revolution"  within  many  IG  offices.  Do  you 
believe  such  a  cultural  revolution  will  be  necessary  at  GSA? 

Answer.  We  have  already  started.  About  4  years  ago,  we  began  the  long  and  continuing  process 
of  examining  both  our  internal  operations  and  our  external  relationships  with  our  customers.  The 
concepts  embodied  in  the  Total  Quality  Management  philosophy  have  served  as  our  basic  means 
of  internal  reevaluation.  The  Office  of  Audits  began,  and  is  continuing,  the  transition  to  more 
program  evaluation  and  broader  scope  internal  reviews  aimed  at  helping  management  achieve 
better  customer  service,  improve  internal  operations,  lower  costs,  and  exercise  better  control  over 
resources. 

At  the  same  time,  the  Office  of  Investigations  has  focused  on  more  proactive  investigations 
designed  to  detect  and  prevent  fraud  and  other  illegal  conduct  in  the  Agency's  broad 
procurement,  contracting,  leasing,  and  property  disposal  activities. 
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QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  THE  COMMITTEE 

PERFORMANCE  MEASUREMENT 

Question.  Another  recommendation  made  by  the  NPR  is  the  establishment  of  some  sort  of 
perfonnance  measurement  for  the  Inspector  Generals.  The  NPR  suggests  a  two-step  approach: 
survey  customers  for  their  views  and  establish  criteria  forjudging  IG  performance.  What  is  your 
view  of  performance  measures  for  Inspector  Generals?  What  have  you  done  to  implement  the 
NPR  recommendations? 

Answer.  The  OIG  has  used  performance  measures  required  by  the  IG  Act  since  1978.  These 
measures  focus  on  information  that  can  be  readily  quantified— numbers  of  reports  or 
investigations,  questioned  costs,  dollar  returns,  etc.  We  recognize  that  these  statistics  only  offer 
a  snapshot  of  our  activity  at  any  given  time  and  do  not  assess  the  overall  effectiveness  of  our 
operation.  While  we  still  need  to  keep  these  statistics  to  satisfy  our  obligations  under  the  IG  Act, 
our  FY  1995  performance  measures  will  focus  more  on:  management  decisions  to  better  use 
funds  and  to  implement  OIG  recommendations;  more  timely  responses  to  contracting  officers' 
needs;  management  requests  for  OIG  assistance  in  improving  operational  efficiency  and 
effectiveness.  We  maintain  an  ongoing  dialogue  with  our  customers  to  ensure  that  our  products 
are  timely  and  provide  management  with  information  and/or  recommendations  that  will  help 
them  improve  GSA  programs  and  operations. 

In  response  to  the  NPR,  we  have  worked  closely  with  the  President's  Council  on  Integrity  and 
Effectiveness  (PCIE)  to  develop  an  Inspectors  General  Vision  Statement.  Part  of  this  PCIE 
vision  statement  is  a  Statement  of  Reinvention  Principles  which  will  govern  how  we  do  our 
work.  Based  on  these  principles,  we  will: 

-  Work  with  our  agency  head  and  the  Congress  to  improve  program  management: 

-  Maximize  the  positive  impact  and  ensure  the  independence  and  objectivity  of  our  audits; 

-  Use  our  investigations  and  other  reviews  to  increase  government  integrity  and  recommend 
improved  systems  to  prevent  fraud,  waste,  and  abuse; 

-  Be  innovative  and  question  existing  procedures  and  suggest  improvements; 

-  Build  relations  with  program  managers  based  on  a  shared  commitment  to  improving  program 
operations  and  effectiveness; 

-  Strive  to  continually  improve  the  quality  and  usefulness  of  our  products;  and 

-  Work  together  to  address  government-wide  issues. 

We  are  firmly  committed  to  operating  in  accordance  with  these  principles.  We  believe  the  PCIE 
Vision  Statement  provides  the  fi-amework  for  us  and  other  OIGs  to  implement  the  NPR 
recommendations  concerning  OIGs.  Internally,  we  are  taking  a  critical  look  at  our  our  operations 
and  "reinventing"  some  of  our  processes. 

Question.  The  House  Report  accompanying  the  FY  1 994  Appropriations  Bill,  includes  a 
direction  to  review  performance  management.  Have  you  conducted  a  review  of  the  IG's  office  to 
highlight  performance  measures? 
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Performance  Measurement  (cont.) 

Answer.  Yes.  The  GSA  GIG  is  committed  to  accomplishing  our  mission,  as  defined  by  the  IG 
Act,  while  at  the  same  time  doing  what  we  can  to  help  GSA  become  the  govemment-wide 
standard  for  customer  service. 

A  few  years  ago  the  GIG  began  developing  a  partnership  with  GSA  management  by  shifting 
resources  from  compliance  type  reviews  to  more  program  evaluation  reviews  of  GSA's  internal 
operations.  These  reviews  are  beginning  to  produce  recommendations  for  process  improvements 
which  will  benefit  both  internal  GSA  program  managers  and  the  government  user  of  GSA's 
services. 

We  also  recognized  that  recent  events,  highlighted  by  the  National  Performance  Review,  were 
beginning  to  focus  more  on  measuring  success  in  terms  of  organizational  performance  outcomes, 
or  results,  instead  of  measuring  performance  outputs  in  terms  of  productivity  measures.  The 
message  was  that  productivity  does  not  equate  to  successful  outcomes.  Consequently,  we  began 
examining  ourselves  in  terms  of  what  really  measures  our  success.  We  developed  a  Performance 
Plan  which  included  a  reevaluation  of  our  basic  mission  statement,  a  review  of  the  challenges 
facing  our  office  as  we  move  along  the  path  to  reinventing  government,  an  outline  of  how  we 
will  accomplish  our  mission,  and  specific  performance  outcome  indicators. 

Question.  What  are  some  of  the  specific  measures  you  have  included  in  the  1995  budget  which 
reflect  this  review? 

Answer  The  FY  1995  proposed  budget  includes  sfjecific  performance  indicators  designed  to 
measure  our  perfonnance.  These  include  measures  aimed  at  our  role  of  helping  GSA  ensure  that 
Government  customers  throughout  Federal  agencies  are  paying  less  for  goods  and  services 
because  GSA's  contracting  officers  are  getting  better  product  discounts  and  terms  and  conditions 
resulting  from  our  work  products.  This  will  be  reflected  in  management  commitments  to  put 
Federal  funds  to  better  use  and  management  commitments  to  recover  funds.  With  respect  to 
GSA's  internal  operations,  we  will  be  tracking  management  decisions  to  implement  audit  report 
recommendations  to  improve  internal  process,  operational,  and  program  management  controls; 
and  management  requests  for  GIG  assistance  and  participation  in  activities  designed  to  improve 
operational  efficiency  and  effectiveness. 

In  addition,  as  an  indicator  of  our  success  in  detecting  and  elinunating  fraud  and  abuse  in  GSA's 
operations,  and  in  making  the  public  more  aware  of  fraudulent  and  illegal  activities,  we  will  be 
measuring  negotiated  and  court  ordered  recoveries  and  settlements; 
criminal  indictments  and  prosecutions;  and,  contractor  suspensions  and  debarments. 
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QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  THE  COMMITTEE 

CLAIMS  OF  SAVINGS 

Question.  In  your  statement,  you  indicate  that  for  every  dollar  spent  by  your  office,  $7-8  dollars 
is  returned.  How  do  you  develop  these  claims  of  savings? 

Answer.  Dollar  savings  come  from  several  sources.  The  majority  are  produced  from  audits 
where  examination  of  contract  proposals  identify  opportunities  to  reduce  contract  pricing.  Other 
audits  detect  overpayments  to  suppliers  and  alert  officials  to  recover  funds.  Savings  are 
recognized  only  if  management  agrees  with  the  recommended  amounts.  In  addition,  our 
investigative  activities  and  our  counsel's  work  with  the  Department  of  Justice  generate  recoveries 
and  court  ordered  fines,  penalties  and  restitutions. 

We  develop  a  savings  ratio  by  dividing  total  savings  by  the  amount  appropriated  for  the  office's 
operations.  For  example,  in  FY  1993: 

-  Total  FY  1993  Savings         $400  million  (rounded) 

-  Appropriated  FY  1993  Funds    $35  million  (rounded) 

The  Ratio  of  savings  to  appropriated  dollars  was  $11+.  That  is  for  every  $1  appropriated,  we 
saved  $11+.  This  savings  ratio  will  vary  from  year  to  year  but  historically  has  averaged  in  the 
$7-8  range. 


Question.  A  portion  of  these  savings  are  recommendations  for  changes  while  others  are  actual 
recoveries.  If  you  assume  only  actual  recoveries  as  returned  dollars,  would  the  $7-8  return  still 
apply? 

Answer.  If  the  ratio  were  to  be  calculated  only  on  actual  recoveries  it  would  reduce  the  ratio  to 
approximately  $1  in  savings  to  $1  in  sqjpropriated  funds. 

For  illustration,  in  Fiscal  Year  1993: 

-  Funds  Recovered:        $33  million    (rounded) 

-  Funds  Appropriated:      35  million    (rounded) 

-  Ratio:  1:1        (approximate) 

We  do  not  believe  measuring  only  recoveries  is  a  meaningful  measure.  We  believe  we  are  more 
effective  when  we  can  prevent  the  inefficient  or  improper  expenditure  of  fiuids.  To  not  measure 
this  important  activity  would  seriously  understate  the  effectiveness  of  our  organization. 
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QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  THE  COMMITTEE 

IMPLEMENTATION  OF  RECOMMENDATIONS 

Question.  Your  statement  indicates  that  your  office  identified  over  $383  million  in  management 
decisions  to  put  funds  to  better  use.  Do  you  know  if  these  management  decisions  were  actually 
put  into  place?  Do  you  have  a  mechanisms  for  tracking  recommendations  to  implementation? 

Answer.  Yes  to  both  questions.  We  track  the  status  of  audit  recommendations  closely.  As  of 
February  1994,  management  had  completed  final  actions  to  put  $144  million  in  funds  to  better 
use.  In  addition,  management  was  in  the  final  stages  of  negotiating  eight  major  contracts  %N4iich 
have  about  another  $1 50  million  in  price  reductions  associated  with  them. 

There  are  mechanisms  in  place  in  our  agency  which  track  audit  recommendations  and  associated 
monetary  information  from  the  day  the  audit  report  is  issued  through  the  day  management  has 
completed  the  fuial  implementing  action. 

Question.  Since  1992,  how  many  (in  percentage  terms)  IG  recommendations  on  management 
issues  have  been  implemented? 

Answer.  Ninety  percent  of  IG  recommendations  on  management  issues  have  been  implemented 
as  of  February  1994. 

The  data  for  1992  and  1993  follows: 


Fiscal  Year 

Total  Recom.s 

Number  of 

of 

for 

Recoms 

Percent 

Audit  Issue 

Fiscal  Year 

Closed 

Closed 

1992 

440 

421 

96% 

1993 

392 

330 

84% 

These  figures  represent  recommendations  which  have  been  fiilly  implemented.  For  those 
remaining  open,  management  has  actions  in  process  to  address  them. 
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BACKGROUND 

The  OflBce  of  Inspector  General  (OIG), 
established  by  the  Inspector  General  Act  of 
1978,  is  charged  with  the  responsibility  of 
promoting  economy,  efficiency,  and 
eflFectiveness  and  detecting  fraud,  waste  and 
mismanagement  in  GSA's  programs  and 
operations.  This  is  accomplished  primarily 
through  a  comprehensive,  nationwide  audit 
and  investigative  program  covering  GSA's 
internal  operations  and  external  contractors. 
The  OIG  is  financed  by  a  direct  armual 
appropriation. 

The  OIG's  primary  operational  components 
consist  of  the: 

Office  of  Audits  -  a  multidisciplinary  staff  of 
financial  and  technical  experts  who  provide 
audit  coverage  of  GSA's  internal  operations 
and  external  contractors; 

Office  of  Investigations  -  an  investigative  unit 
that  manages  a  nationwide  program  to  detect 
and  prevent  illegal  and  improper  activities 
involving  GSA  programs,  operations  and 
personnel;  and 

Counsel  to  the  Inspector  General  -  an  in-house 
legal  staff  that  provides  legal  advice  and 
assistance  to  all  OIG  components.  The 
attorneys  in  this  office  represent  the  OIG  in 
connection  with  litigation  arising  out  of  or 
affecting  OIG  operations  and  prepare  OIG 
comments  on  proposed  legislation. 

These  components  are  supported  by  several 
other  OIG  offices:  an  Office  of  Administration 
which  provides  budget,  personnel,  computer 
and  other  support  services;  an  Office  of 
Quality  Management  which  assists  the  OIG  in 
developing  a  quality  management  environment. 


and  an  Internal  Evaluation  Staff  that  directs  an 
in-house  assessment  program  including  field 
office  appraisals  and  sensitive  reviews  of  OIG 
operations 

THE  FY  1995  BUDGET  IN  BRIEF 

In  general,  the  FY  1995  budget  allows  the 
OIG  to  provide  audit  and  investigative  services 
across  the  broad  spectrum  of  GSA's  activities. 
During  Fiscal  Year  1995,  we  will  commit 
substantial  audit  resources  to  program 
evaluation  reviews  of  GSA's  major  programs. 
We  will  also  focus  our  investigative  efforts  on 
detecting  and  preventing  fraudulent  activity  in 
GSA's  procurement,  contracting,  property 
disposal  and  leasing  activities 

NEW  DIRECTIONS 

Office  of  Audits 

The  Office  of  Audits  is  a  highly  skilled, 
evaluative  organization  that  applies  its 
professional  skills  in  examining  Agency 
programs,  financial  systems,  and  contractual 
arrangements  to  enhance  the  economy, 
efficiency,  and  effectiveness  of  these  activities 

Two  new  areas  of  evaluation  focus  will  be 
emphasized.  The  first  and  most  rapidly 
growing  area  is  the  program  evaluation  activity 
which  commits  substantial  resources  to  the 
detailed  study  of  major  GSA  programs 
Evaluation  reviews  provide  GSA  management 
an  independent  assessment  of  how  well  a 
program  is  meeting  its  mission  and  point  out 
specific  activities  or  practices  affecting 
program  outcomes. 

The  second  area  of  emphasis  is  the  testing  of 
management  controls,  safeguards  built  into 
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programs  and  systems  to  ensure  they  function 
as  intended    These  audits  primarily  focus  upon 
validating  that  controls  are  working  and 
provide  reasonable  safeguards  over  resourccj 
and  seeing  that  the  Agency  is  fulfilling 
Congressional  and  0MB  imposed 
requirements 

The  OflRce  of  Audits'  will  also  continue  two 
major  programs  ensuring  that  stewardship  over 
taxpayer  resources  exist    Guided  by  the 
requirements  of  the  Chief  Financial  Officer's 
Act,  annual  audits  are  performed  of  the 
Agency's  consolidated  financial  statements, 
financial  systems,  and  related  internal  controls. 
This  audit  responsibility  will  be  expanded  to 
include  validation  of  key  program  performance 
measures  reported  in  the  narratives 
accompanying  the  financial  statements. 

As  a  major  procurement  agency  within  the 
Federal  Government,  GSA  annually  awards 
billions  of  dollars  in  contracts  for  goods  and 
services.  The  Oflfice  of  Audits' will  continue  to 
support  the  contraaing  efforts  by  auditing 
vendors  accounting  records  and  developing 
financial  information  needed  by  contracting 
ofiBcers  to  negotiate  favorable  pricing 
agreements    These  audit  services  annually 
cover  S2-3  billion  in  contract  actions  and  resuh 
in  pricing  adjustments  and  recoveries  in  the 
range  of  $200-250  million. 

The  OflBce  of  Audits'  primary  product  is 
information  aimed  at  helping  management 
achieve  more  positive  outcomes,  such  as  better 
customer  service,  lower  cost  operations,  lower 
contract  prices,  quicker  products,  and  better 
control  over  resources    Benefits  from  audits  in 
some  instances  are  readily  measurable  because 
they  have  a  directly  related  financial  impact. 
Other  audit  products  such  as  systems 
assessments,  control  reviews,  or  program 


evaluations  may  bring  about  posiiive  changes, 
but  are  more  qualitative  in  nature  and  often  do 
not  lend  themselves  to  specific  measurement 
Historically,  the  Office  of  Audits'  measurable 
financial  accomplishments  average  about  $225 
million  annually    Audits  not  having  readily 
measurable  aspeas  produce  many  intangible 
benefits  which  are  instrumental  in  directing 
programs,  making  operating  decisions,  and 
safeguarding  assets 

For  FY  1995,  the  OflRce  of  Audits  expeas  to 
audit  between  $  1  3  and  $  I  8  billion  and 
produce  cost  avoidances  and  recoveries 
between  $200  and  $235  million    This 
represents  a  decline  from  FY  1 994  where  we 
anticipated  auditing  between  $15  and  $2 
billion  and  producing  cost  avoidances  and 
recoveries  from  $200  to  $250  million.  The 
OflBce  of  Audits  will  continue  seeking  ways  to 
maintain  productivity  through  internal  process 
improvements  and  reducing  lower  priority 
work. 

OflRce  of  Investigations 

The  OflRce  of  Investigations  manages  a 
nationwide  program  to  prevent  and  detect 
ill^al  and  improper  activities  involving  GSA 
programs,  operations,  and  personnel    In  Fiscal 
Year  1995  we  will  commit  a  high  percentage 
of  our  investigative  resources  to  the  following 
themes: 

1).  Protecting  the  integrity  of  GSA's  programs 
and  operations  by  detecting  and  preventing 
fraud  and  other  illegal  conduct; 

2)  Aiding  GSA  management  to  improve  the 
efficiency  and  effectiveness  of  GSA  programs 
and  operations  by  identifying  systematic  and 
procedural  weaknesses,  and 
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3).  Ensuring  our  investigative  activity  is 
completed  in  a  timely,  thorough  and 
comprehensive  manner  which  serves  as  a 
catalyst  for  improving  GSA's  overall 
performance. 

A  major  emphasis  will  be  on  initiating 
national  proactive  investigations  of  issues 
and  topics  in  which  preliminary  indicators  of 
fraud  or  abuse  have  come  to  our  attention 
from  OIG  staff,  GSA  personnel,  government 
contractors  and  the  OIG  Hotline. 

Our  primary  investigative  focus  will  center 
on  the  detection  and  prevention  of  fraudulent 
activity  associated  with  GSA's  broad 
procurement,  contracting,  property  disposal, 
and  leasing  responsibilities.  Specifically,  we 
will:  identify  and  target  contractors  and 
suppliers  engaging  in  illegal  practices; 
identify  abuses  in  the  property  disposal 


system;  and,  in  conjunction  with  the  OIG 
audit  and  legal  staffs,  detect  defective  pricing 
violations  by  GSA  contractors. 

Based  on  projected  staffing,  the  Office  of 
Investigations  anticipates  it  will  produce  the 
following  outcomes  during  FY  1995:  40 
indictments,  35  convictions,  1 10  suspensions 
and  debarment,  $6  million  in  monetary 
recoveries,  and  we  will  present  integrity 
awareness  briefings  to  1000  GSA  employees. 

The  Office  of  Investigations'  task  will  be  to 
continue  providing  a  high  level  of 
investigative  service  to  GSA.  We  will 
accomplish  this  through:  internal  steps  to 
improve,  eliminate  and  reduce  our 
administrative  requirements;  expand  our 
supervisory  span  of  control;  work  smarter 
through  quality  management  initiatives;  and 
focus  on  customer  service  and  satisfaction. 
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SfTHOUSANDS) 


FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

FY  95/94 
Change 

Direct  Program: 

Unobligated  Balance  Available 

Start  of  Year 
Unobligated  balance  expiring 

$34,797 
$-724 

$675 

$36,540 
$-1,615 

$33,259 

-3.281 

Total  Budget  Authority 

$34,748 

$34,925 

$33,259 

-1,666 

Reimbunable  Program: 

$134 

$150 

$150 

-0- 

Total  Reimbursable 

$134 

$150 

$150 

-0- 

Net  Outlays 

$32,862 

$35,300 

$33,260 

-2.040 

Kmployment  (h  1 1) 

414 

423 

400 

-23 

EXPLANATION  OF  ESTIMATES 

The  Office  of  Inspector  General  requests 
$33,259,000  in  direct  appropriations  and  400 
FTEs    This  includes  a  reduction  in  the  amount 
of  $  1 .9 1 8.000  consistent  with  the  Omnibus 
Budget  Reconciliation  Act. 

Fiscal  year  1995  reflects  the  effects  of  a  uniform 
1 2  percent  employment  reduction  to  be  achieved 
over  the  period  fiscal  years  1994-1999    Pay 
raises,  including  locality  pay.  have  been  absorbed 
within  the  account. 


Approximately  90%  of  the  OIG's  resources  will 
be  devoted  directly  to  our  audit  and  investigative 
efforts  63%  of  our  resources  will  be  devoted  to 
our  audit  program.  25%  to  our  investigative 
efforts,  and,  about  3%  to  the  Counsel  to  the 
OIG  for  direct  support  of  both  audits  and 
investigations.  The  remaining  resources  are  for 
overall  administrative,  personnel  and  ADP 
systems  support. 
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PERFORMANCE  MEASURES 


The  OIG  will  accomplish  its  mission  by  several 
methods: 

1).  Conduct  independent  audits  of  GSA's 
programs  and  internal  operations  to  identify 
opportunities  for  improvement; 

2).  Conduct  independent  audits  of  GSA's 
contractors  to  ensure  GSA  and  the  Federal 
customer  are  getting  the  best  value  for  the 
taxpayers'  dollar; 

3).  Conduct  investigations  of  GSA's  programs 
and  operations  when  circumstances  indicate 
potential  fraud  or  mismanagement; 

4).  Work  with  GSA  management  to  identify 
and  implement  operational  improvements  to 
GSA's  internal  management  processes, 

5).  Work  with  GSA  management  to  help 
develop  entrepreneurial  and  competitive 


business  practices  designed  to  increase  the 
quality  and  timeliness  of  GSA's  services; 

6)  Work  with  GSA  management  and 
employees  to  increase  their  knowledge  of 
efficient  and  effective  management  controls  to 
help  GSA  set  the  standard  of  excellence  and 
become  the  government's  center  of  expertise 
for  customer  service;  and 

7).  Work  with  GSA  managers  and  employees 
to  increase  their  knowledge  of  fraud  in  order 
to  prevent  and  reduce  its  occurrence  in  GSA's 
programs  and  operations. 

PERFORMANCE  OUTCOME 
INDICATORS 

As  a  result  of  the  OIG's  activities,  government 
customers  throughout  Federal  agencies  are 
paying  less  for  goods  and  services  because 
GSA's  contracting  officers  are  getting  better 
product  discounts  and  terms  and  conditions. 
This  will  be  reflected  in  a  series  of 
performance  outcomes: 
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1).  Management  £>ecisions  to  put  Fedenl 
fiinds  to  better  use; 


3).  More  timely  responses  to  contracting 
officers'  needs  when  reviewing  preaward 
contracts. 


MANAGEMENT  DECISIONS  TO 
PUT  FUNDS  TO  BETTER  USE 

KMIIIIona) 


200 


1TB 


2)  Management  decisions  to  recover  fimdt. 
negotiated  and  court  ordered  recoveries,  and 
im^estigative  recoveries; 

MANA3EMEKT  DeOSIONS  TO  f€COVER  FUNDS 

NEGOTIATED  AND  COURT  OPCEFED  F€CO««S 

AND  INVESTIGATIVE  RBD0V5CS 


As  result  of  OIG  investigative  activities  and  the 
woridng  relationship  between  all  OIG 
components  and  the  Department  of  Justice, 
Fedenl  and  contractor  employees  and  the 
general  public  are  more  aware  of  fraudulent  and 
iDegal  activities  and  are  more  attuned  to 
pi  eventing  and  detecting  fraud.  Our  outcomes 
win  be  measured  in: 

1).  Criminal  indictments  and  convictions; 


IN0ICTMEKT8  AND  CONVICTIONS 


2).  Contractor  suspensions  and  debarments. 


ajSPENSONB /MO  OEBMMENT 


rrU  PTM  FTB 


OIG  6 


430 


General  Services  Administration 
OFFICE  OF  INSPECTOR  GENERAL 


GSA's  internal  operations  are  working  more 
effectively  and  efficiently  because  the  OIG  and 
GSA  management  have  identified 
opportunities  for  improvement  in  directing 
programs,  making  operating  decisions,  and 
safeguarding  assets.  This  will  be  measured  in: 


1). Management  decisions  to  implement  audit 
report  recommendations  to  improve  internal 
process,  operational,  and  program 
management  controls;  and 

2).  Management  requests  for  OIG  assistance 
and  participation  in  activities  designed  to 
improve  operational  efficiency  and 
effectiveness. 
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Obligations  by  Object  Class 
S(Tbousandi) 

FY  1993 
Actual 

FY  1994 
Current 

FY  1995 
Request 

Personnel  Compensation 
11.1   Full-time  pennanent 
1 1.3  Other  than  fijU-time  permanent 

1 1 .9  Total  personnel  compensation 
12.1  Personnel  benefits 
13  0  Benefits  for  former  personnel 
21  0  Travel/trans  of  persons 

21  0  Motor  pool  travel 

22  0  Transportation  of  things 

23  1   Rental  payments  to  GSA 

23  3  Communications,  utilities,  and  misc 

charges 

24  0  Printing  and  reproduction 

25  2  Other  Services 

26.0  Supplies  and  materials 
31  0  Equipment 

20,491 
462 

20,953 

4.121 

26 

898 

139 

4 

2,610 

534 

194 

4,239 

209 
870 

20.605 
31Q 

20.975 

4.456 

24 

1.694 

134 

26 

2.600 

535 
209 

3.742 
207 

1,938 

20.080 
299 

20.379 

4.200 

23 

1.366 

129 

24 

2.498 

511 
200 
3,413 
198 
318 

99  0     Subtotal  direct  obligations 
99.0  Reimbursable  obligations 
99.9     Total  Obligations 

34,797 

134 

34,931 

36,540 

150 

36,690 

33.259 

150 

33,409 
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